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PREFACE. 



The present Federal Estate Tax has now been in 
existence over four years.^ 

In that iime it has yielded in revenue approxi- 
mately $30090009000. Present financial conditions 
indicate that a repeal of the tax in the near future 
, is not to be expected. It is consequently a matter of 
serious concern to all estates of residents of the 
United States in excess of $50,0009 and to the attor- 
neys representing them. It is also important to the 
estates of all non-residents, regardless of amount, 
any of the property of which was situated in this 
country at the time of the decedent's d^ath. 

The present book is due to the belief that there is 
need for a treatise relating solely to the Federal 
Act — a subject more important, from a revenue 
standpoint, than the inheritance tax statutes of all 
of the States combined. 

The writer was <K)nnected for several years with 
the Law Department of the Bureau of Internal 
Revenue, and assisted in the preparation of the pres- 
ent Estate Tax Regulations. This book, in addition 
to giving the law and all constructions of it by the 
courts, also attempts to set out accurately the pres- 
ent working construction of the law by the Bureau 
of Internal Revenue, as indicated not only by the 

1. The first Act went into effect on September 9, 1916 (39 
Stat., Chap. 463, sec. 902). 
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iv PREFACE. 

Iterations and Treasury Decisions, but also by 
other sources of information, not at present ayail- 
able to the public in systematic form. The lawyer 
may thus not only form his own judgment as to the 
rights of his dient, but learn what rulings he may 
reasonably expect to obtain from the Bureau. 

The book is dedicated to all executors and ad- 
ministrators and their attorneys, in the hope that it 
will be helpful to them. 

New York, N. Y., AprU 4, 1921. 
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CHAPTER I. 
INTEODUCTOBY. 

§ 1. Inheritance taxes in general 

Inheritance taxes are a familiar form of taxation, 
in use in the United States for many years.^ In 
this country it has, until the passage of the re- 
cent estate tax legislation, been employed princi- 
pally by the various states; but the Federal Govern- 
ment has also used this means of raising money on 
a number of prior occasions.^ 

The power of the Federal Government to adopt 
this means of taxation is now established. The 

1. For complete exposition of the law as it exists in the 
various States today, see the Standard Work of Qleason & 
Otis on Inheritance Taxation, Second Edition. 

2. See Act of July 6, 1797, Chap. XI; 1 Stat. 527 (tax on 
legacies and distributive shares of personal property, in the 
form of a stamp duty upon receipts therefor) ; Act of July 1, 
1862, Chap. 119, Sees. Ill, 112; 12 Stat. 432, 485-6 (tax on 
legacies and distributive shares of personal property, to be 
paid by executor); Idem, Sec. 94; 12 Stat. 475, 483 (stamp 
duty on probate of will or letters of administration) ; Act of 
July 30, 1864, Chap. 173, Sees. 124, 125; 13 Stat. 223, 285-7 
(tax on legacies and distributive shares of personal property, 
to be paid by executor) ; Idem, Sees. 127, 133; 13 Stat., pp. 287-9 
(tax on "successions" to real property either by deed or will) ; 
Idem, Sec. 151; 13 Stat. 291-2, 300 (stamp duty on probate of 
wills or letters of administration) ; Act of July 13, 1866, Chap. 
184, Sec. 9; 14 Stat. 98, 140 (amending Act of June 30, 1864) ; 
Act of August '27, 1894, Chap. 349, Sec. 28; 28 Stat. 509, 553 
(tax on acquisition of property by inheritance through inclu- 

[1] 
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The present legislation. 



qnestion was elaborately considered in Enowlton ▼. 
Moore,' which decided, in snbstance, that although 
it is within the exclusiye jurisdiction of the various 
States to prescribe the manner in which property 
shall pass from the dead to the liying, yet the occsr 
sion of the transmission under the State law may be 
taxed by the Federal Goyemment under its general 
power to lay taxes.* 

§ 2. The present legislatian. 

The present Federal Estate Tax Law consists of 
four statutes, viz, the original Estate Tax Law, con- 
tained in Title 11 of the Act of September 8, 1916, 
known as the ''Bevenue Act of 1916" (39 Stat, 
Chap. 463, pp. 777-80) ; Title HI of the Act of March 
3, 1917 (39 Stat. Chap. 159, p. 1002); Title IX of 
the Act of October 3, 1917, known as the ^'Beyenue 
Act of 1917" (40 Stat, Chap. 63, pp. 324-5); and 
the present Estate Tax Law, contained in Tifle IV 

sion of same in taxable income) ; Aet of June 13, 1898, Chap. 
448, Sees. 29, 30; 30 Stat. 448, 464-6 (tax on legacies and dis* 
tributive shares of personal property, to be paid by executor. 

It will be observed that all of these taxes were war taxes, 
subsequently repealed. 

Most of this federal legislation has its counterpart in similar 
statutes passed in England. (See 16 and 17 Vict., Chap. ISl; 
44 and 45 Vict., Chap 12, Sec. 38; 52 and 63 ^ct.. Chap. 7, Sec 
n; 57 and 58 Vict., Chap. 30.) 

8. 178 U. S. 41. 

4. See 178 U. S., pp. 57-61. The eonrt in this case was con- 
sidering the legacy tax act of June 13, 1898 (30 Stat. 448, 
464-6). 
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Scheme of the present statute. 



of the Act of February 24, 1919, known as the 
^'Revenue Act of 1918'' (40 Stat., Chap. 18, pp. 1096- 
1101). The Act last mentioned supersedes Title 11 
of the Act of 1916; but it applies (Sec. 401) only to 
the estates of decedents dying after its passage 
(February 24, 1919), and contains the usual saving 
clause as to rights already accrued. (Sec. 1400 [b] ) .• 
At the present time, therefore, constant reference 
to the earlier statutes is necessary. The two Acts 
of 1917 require but little attention. That of March 
3, 1917, raises the rates of tax contained in the Bere- 
nue Act of 1916. The Act of October 3, 1917, im- 
poses a further tax, in addition to that already laid, 
but provides that it shall not apply to the estates of 
persons dying while serving in the military or naval 
forces during the present war, or as the result of in- 
jury or disease contracted in such service. Title IV 
of the Revenue Act of 1918 is a complete re-enact- 
ment of the law, superseding Title IE of the Revenue 
Act of 1916, and making many important changes. 

§ 3. Scheme of the present statute. 

The tax is imposed ''upon the transfer of the net 
estate of every decedent dying after the passage of 

6. In what f oUows the reference, nnlesB otherwise spe<nfied, 
is to the present statute (Title lY of the Bevenne Act of 1918). 
References to the Regulations are, unless otherwise specified, 
to the present Estate Tax Regulations (Regulations 37, Revised 
January, 1921). Frequent reference is also made to the revi- 
sion of August, 1919. For convenience, a table is appended, 
giving the comparative sections of the various statutes contain- 
ing the present Estate Tax Law. 



Digitized by 



Google 



FEDERAL ESTATE TAX. 



Not a property tax. 



this Act." (Sec. 401.)* In computing the tax the 
yalne of the ' ' gross estate ' ' is first determined. This 
** gross estate" consists of certain carefully enumer- 
ated property rights, not necessarily vested in the 
decedent at the time of his death. (Sec. 402.) From 
the value of this gross estate, determined as of the 
date of the decedent's death, certain deductions are 
made; and the balance represents the value of the 
**net estate" (Sec. 403), certain percentages of 
which constitute the tax. (Sec. 401.) The tax is 
graduated, running from one per cent of the first 
fifty thousand dollars of the net estate to twenty- 
five per cent of the amount in excess of ten million 
dollars. (Sec. 401.) 

§ 4. Not a property tax. 

The tax is imposed, not upon the property con- 
stituting the estate, but upon its ** transfer."^ It is 
not a direct tax, and is consequently valid although 

6. The Bureau has ruled that the statute went into operation 
at 6:65 P. M. on February 24, 1919, the hour of its approval. 
The word "passage" in Section 401 ieT thus construed as re- 
ferring to the time when the Act became a law through ap- 
proyal, rather than the time when it went into actual opera- 
tion, which, in general, was on February 25, 1919 (Sec. 1409). 
The result of this ruling is, that the estates of decedents dying 
after 6:55 P. M. on February 24, 1919, are governed by the 
Bevenue Act of 1918; but that, if the decedent died before 
this hour, the case is governed by the earlier statutes. 

7. The Regulations provide: "The Federal estate tax is 
imposed upon the transfer of the net estate, determined in the 
manner prescribed, of every person dying after September 8, 
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not apportioned among the yarious States accord- 
ing to population, as required by the Federal Con- 
stitution in the case of direct taxes. (Art. 1, Sec. 9, 
d. 4.)» 

§ 5. Not a iBgMj tax. 

The tax is imposed upon the transfer of the entire 
net estate; must be paid by the executor, as directed; 
and is not to be apportioned among the various bene- 
ficiarieSi in accordance with their respective inter- 
ests.* The Regulations provide: 

1916. The tax is not laid upon the property, but upon its 
transfer from the decedent to others. '' (Art. 1.) 

8. New York Trust Co. v. Eisner, 263 Fed. Rep. 620; In re 
Sherman's Estate, 179 App. Div. 497, 166 N. T. Snpp. 19, 
aff 'd, 222 N. T. 640. See also In re Hamlin, 226 N. T. 407, 420; 
124 N. E. Rep. 1. These eases eonstme the earlier Act (Title 11 
of the Revenue Act of 1916); but the same decision would 
necessarily be made under the similar provisions of the pres- 
ent statute. 

It has been contended that the present tax, in spite of the 
language, is a direct tax, since it affects the estate as a whole, 
and is paid by the executor. This contention, however, has so 
far met with no success in the courts. 

9. In re Hamlin, 226 N. T. 407, 124 N. E. Rep. 4; Plunkett 
V. Old Colony Trust Co., 233 Mass. 471; 124 N. E. Rep. 265. 
The Hamlin case may be taken as overruling In re Douglass's 
Estate (104 Misc. 359; 171 N. T. Supp. 956), although it is 
not cited. Apparently in conflict with the Hamlin and Plun- 
kett cases, see Fuller v. Gale (103 Atl. Rep. [N. H.] 308), 
holding that the tax should be apportioned among the various 
beneficiaries. The case is not clearly reasoned. The reason- 
ing of the other cases is exhaustive and satisfactory, contain- 
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Escheated property — ^Nature of the tax. 



**The subject of tax is the transfer of the en- 
tire net estate, not any particular legacy, de- 
vise, or distributive share. It is not an indivi- 
dual inheritance tax. The value of the separate 
interests and the relationship of the beneficiary 
to the decedent have no bearing upon the ques- 
tion of liability or the extent thereof 
(Art. 1.) 

§ 6. Escheated properly. 

The failure of the statute to take any account of 
the individual beneficiary is reflected in the rule 
that — ^**The transfer of property is taxable, although 
it escheats to the State for lack of heirs." (Begula- 
tions. Art. 1.) 

§ 7. Nature of the tax. 
The Regulations provide: 

**The statute embraces transfers by will or un- 
der the intestate laws, and also transfers made 
by the decedent in his lifetime, when made in 
contemplation of death or intended to take effect 
in possession or enjoyment at or after his death. 
The statute also enumerates certain special cases 
not strictly of either character just described. 
The practical test of the existence of a taxable 
transfer is whether the statute directs that the 
property in question be included in the gross es* 
tate.'' (Art. 2.) 

ing an analysis of the language of the statute, and a eontraat 
of it with the earlier legaey tax of 1898 (30 6Ut. 448, 464). 
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Estates mibject to tax — ^Definition of ''resident/' 

§ 8. Estates subject to tax. 
The Begolations provide: 

^'The tax is imposed in the case of the estate 
of * every decedent,' although, by reason of an 
exemption, the net estate of a resident decedent, 
in order to be taxable, must exceed $50,000. 
(See Sec. 403 [a] 4.) The estate of a non- 
resident decedent, however, is taxable if any 
part of it is situated in the United States. The 
statute takes no account of the citizenship of 
the decedent, but prescribes different rules ac- 
cording to whether the decedent was a 'resi- 
dent' or a 'nonresident' of the United States. 
A person residing in Italy is a 'nonresident,' 
for the purpose of the tax, although a citizen of 
the United States; a person residing in the 
United States is a 'resident,' although a citizen 
of Italy. A 'resident' is one who at the time 
of his death resided in the States, the Terri- 
tories of Alaska or Hawaii, or the District of 
Columbia. All other persons are 'nonresidents.' 
Persons residing in Porto Rico or the Philip- 
pine Islands are 'nonresidents.' " (Art. 4.) 

§ 9. Definition of "resident." 
The Regulations provide: 

"A person is a 'resident' of the United States, 
for the purposes of this tax, only in case he had 
a domicile therein at the time of his death.^^ 

10. This is the ordinary, probably universal, role in the ease 
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Definition of ^ ^resident'' — Specific cases. 

A person acquires a domicile in a place by 
living there, for even a brief period of time, 
with no definite present intention of later re- 
moving therefrom.^^ Residence without the 
requisite intention to remain will not suffice to 
constitute domicile, nor will intention to 
change domicile effect such a change unless 
accompanied by actual removal. A decedent 
who died while abroad will be presumed to be 
a nonresident, and the burden of proving the 
contrary rests upon the executor.*' (Art. 5.) 

§ 10. Same— Spedflc cases. 

In the following cases it has been ruled that the 
decedent had not changed his domicile from this, 
country to another, and was consequently a ** resi- 
dent" at the time of his death: An ambassador 
serving abroad at the time of his death; a person 
temporarily abroad on business and intending to 
return when it is finished; and a person going to 
another country for his health, and intending to 
return when able. Conversely, a foreign diplomat 
who dies in this country while on a diplomatic 
mission does not acquire a domicile here, and is a 
nonresident. On the other hand, a missionary 

of Inheritance Taxes. See Qleason & Otis on Inheritance 
Taxation, 2d Ed., p. 213. 

11. The test of a change of domicile is "the absence of any 
present intention of not residing permanently or indefinitely 
in the new abode." Williams v. Osenton, 232 U. S. 619, 624. 



Digitized by 



Google 



INTRODUCTORY. 



Military exemption. 



going to China and intending to stay there the rest 
of her working life, returning only in ease of dis- 
ability, and actually dying while in such service, is 
held to have effected a change of domicile, and con- 
sequently to be a nonresident. 

§ 11. Military exemption. 
The statute provides: 

**The taxes imposed by this title or by Title 
n of the Revenue Act of 1916 (as amended by 
the Act entitled ^An Act to provide increased 
revenue to defray the expenses of the increased 
appropriations for the Army and Navy and the 
extensions of fortifications, and for other pur- 
poses,' approved March 3, 1917) or by Title IX 
of the Revenue Act of 1917, shall not apply to 
the transfer of the net estate of any decedent 
who has died or may die while serving in the 
military or naval forces of the United States 
in the present war or from injuries received or 
disease contracted while in such service, and 
any such tax recollected upon such transfer 
shall be refunded to the executor.'* (Sec. 401.) 

The Regulations provide: 

**The estates of persons dying while actually 
serving in the military or naval forces of the 
United States in the present war with Germany 
are exempt from tax. The date of the termina- 
tion of the war, for the purpose of this tax, is 
that fixed by proclamation of the President. 
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Scope of exemption — ^Bed Cross worker — ^Bates of tax. 

An estate is also exempt if a i)erson so serving 
dies after leaving the service, provided his 
death is directly traceable to injuries received, 
or disease contracted, while in such service. 
The term * military or naval forces of the United 
States' includes, among other units, the Marine 
Corps, the Coast Guard, the Army Nurse Corps, 
Female, and the Navy Nurse Corps, Female. 
This exemption applies to any estate tax im- 
posed, whether by the Revenue Act of 1916 or 
subsequent statutes. If the tax has been col- 
lected, the executor should make claim for 
refund.'' (Art. 9.) 

§ 12. Scope of exemption— Bed Cross worker. 

The exemption provision is held to embrace only 
the actual military and naval forces of the United 
States, supported by the revenues of the Govern- 
ment. It is held not to embrace the members of 
affiliated war organizations, such as the Bed Cross; 
and the estate of a Bed Cross worker is consequently 
held to be subject to the tax." 

§ 13. Bates of tax. 
The statute provides: 

**That (in lieu of the tax imposed by Title II 
of the Bevenue Act of 1916, as amended, and in 
lieu of the tax imposed by Title IX of the 

12. This ruling would doubtless include members of the 
T. M. C. A., the Salvation Army, the Knights of Columbus, etc 
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Bevenne Act of 1917) a tax equal to the sum of 
the following percentages of the value of the 
net estate (determined as provided in section 
403) is hereby imposed upon the transfer of the 
net estate of every decedent dying after the 
passage of this Act, whether a resident or non- 
resident of the United States: 

1 per centum of the amount of the net estate 
not in excess of $50,000; 

2 per centum of the amount by which the net 
estate exceeds $50,000 and does not exceed 
$150,000; 

3 per centum of the amoxmt by which the net 
estate exceeds $150,000 and does not exceed 
$250,000; 

4 per centum of the amount by which the net 
estate exceeds $250,000 and does not exceed 
$450,000; 

6 per centum of the amount by which the 
net estate exceeds $450,000 and does not exceed 
$750,000; 

8 per centum of the amount by which the 
net estate exceeds $750,000 and does not exceed 
$1,000,000; 

10 per centum of the amount by which the net 
estate exceeds $1,000,000 and does not exceed 
$1,500,000; 

12 per centum of the amount by which the net 
estate exceeds $1,500,000 and does not exceed 
$2,000,000; 
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Computation of tax. 

14 per centum of the amount by which the net 
estate exceeds $2,000,000 and does not exceed 
$3,000,000; 

16 per centum of the amount by which the net 
estate exceeds $3,000,000 and does not exceed 
$4,000,000; 

18 per centum of the amount by which the net 
estate exceeds $4,000,000 and does not exceed 
$5,000,000; 

20 per centum of the amount by which the 
net estate exceeds $5,000,000; and does not ex- 
ceed $8,000,000; 

22 per centum of the amount by which the net 
estate exceeds $8,000,000 and does not exceed 
$10,000,000; and 

25 per centum of the amount by which the net 
estate exceeds $10,000,000." (Sec. 401.) 

§ 14. Computation of tax. 
The Regulations provide: 

'^The first step in the determination of tax 
liability is to ascertain the value of the dece- 
dent's gross estate in the manner prescribed by 
law. (See Arts. 12 to 36.) The second step is 
to deduct from this value certain amounts 
specified by law in order to arrive at the value 
of the net estate. (See Arts. 37 to 64.) The 
third step is to obtain the sum of certain per- 
centages of the value of successive ])ortions of 
the net estate, as provided by the applicable 
taxing act. (See Arts. 7, 8.)'^ (Art. 6.) 
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Computation of tax. 



^^The amount of tax is obtained by finding 
the snm of certain percentages of the valne of 
the net estate according to the provisions of 
the applicable taxing act. 

** There are four rates of tax imposed, respec- 
tively, by the Revenue Act of 1916, the amend- 
ment thereto of March 3, 1917, the Revenue Act 
of 1917, and the Revenue Act of 1918. In the 
case of each act the rates contained therein are 
applicable to the estates of decedents who died 
on or after the effective date of the act and 
prior to the effective date of the next succeed- 
ing act. A table of the four sets of rates is 
given below: 

Bates of Estate Tax, 
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Table for computation. 

**The rates given by the different acts, as set 
forth above, apply to the estates of decedents 
dying within the following dates: 

Column 1, Revenue Act of 1916, effective Sept. 
9, 1916, to Mar. 2, 1917, inclusive. 

Column 2, amendment of Mar. 3, 1917, effective 
Mar. 3, 1917, to Oct. 3, 1917, inclusive. 

Column 3, Eevenue Act of 1917, effective Oct. 
4, 1917, to Feb. 24, 1919, inclusive. 

Column 4, Revenue Act of 1918, effective on 
and after Feb. 25, 1919.'* (Art. 7.) 

§ 15. Same— Table for computation. 

The Regulations provide: 

^^For the purpose of computing the tax, the 
net estate is divisible into blocks, each block 
being taxed at a different and increasing rate. 
The preceding table gives the amount of the 
various blocks and the applicable rate of tax 
under each of the taxing acts. For example, 
the tax upon the net estate of $1,240,000 of a 
decedent dying on or after February 25, 1919, 
would be computed as follows: 

Amount of first block.. $50,000 at 1 per cent $500 

Amount of second block. 100,000 at 2 per cent 2,000 

Amount of third block. . 100,000 at 3 per cent 3,000 

Amount of fourth block. 200,000 at 4 per cent 8,000 

Amount of fifth block.. 300,000 at 6 per cent 18,000 

Amount of sixth block. 250,000 at 8 per cent 20,000 

Remainder. 240,000 at 10 per cent 24,000 



Total net estate $1,240,000 Total tax. . . $75,500 
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** There is subjoined a table for ascertaining 
the tax without the detailed computation given 
above. An illustration of its use is as follows: 
The net estate of a decedent dying on or after 
February 25, 1919, amounts to $1,240,000. By 
reference to the table it will be seen that the 
last complete block prior to this amount is 
$1,000,000, and that the total tax on a million 
dollars under the rates in force amoxmts to 
$51,500. Upon the remainder of the estate, 
$240,000, the tax is computed at the rate con- 
tained in the following line, or at 10 per cent. 
The tax on this amount is consequently $24,000. 
The following result is thus obtained: 

Total tax on $1,000,000 $51,500 

Taxon 240,000 24,000 

Total $1,240,000 $75,500'' 

(Art. 8.) 

The table referred to is the following: 
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CHAPTER n. 

GROSS ESTATE. 

§ 16. The Statute. 
The statute provides: 

*'That the value of the gross estate of the 

decedent shall be determined by including the 

value at the time of his death of all property, 

real or personal, tangible or intangible, 

wherever situated. ' ^ ( Sec. 402. ) 

There follow six subdivisions, each specifying a 

class of property the value of which is to be included 

in the gross estate.* 

(a) PBOBATABLE ASSETS. 

§ 17. The statute. 

Subdivision (a) of Section 402 of the statute pro- 
vides for the inclusion of property: 

**To the extent of the interest therein of the 
decedent at the time of his death which after 
his death is subject to the payment of the 
charges against his estate and the expenses of 
its administration and is subject to distribution 
as part of his estate.'* 

As to this subdivision the Regulations provide: 
'^This provision is designed to include all 
property interests of the decedent, of what- 

1. Sec. 402, pars, (a), (b), (c), (d), (e), (f). 
2 [17] 
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Real property—Cemetery lots— Personal property. 

ever character. It is the commonest form of 
taxable transfer.^' (Art. 12.) 
Certain interest have received special considera- 
tion. 

§ 18. Real property. 

The Regulations provide: 

**Real property owned by the decedent, when 
situated in the United States, should be in- 
cluded in the gross estate, whether the dece- 
dent was a resident or a nonresident, and 
whether the property came into the possession 
and control of the executor or administrator or 
passed directly to heirs or devisees. Seal 
property not situated in the United States 
should not be included, whether the decedent 
was a resident or nonresident." (Art. 13.) 

§ 19. Cemetery lots. 
The Regulations provide: 

**A cemetery lot owned by the decedent is 
part of his gross estate, but its value is limited 
to the salable value of such part of it as is not 
designed for the interment of the decedent or 
members of his family." (Art. 13.) 

§ 20. Personal property. 

The Regulations provide: 

** Where the decedent was a resident, all 
personal property owned by him should be in- 
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Notes and bonds — ^Bond interest — ^Bent. 

eluded, wherever situated. Where decedent 
was a nonresident^ so much of his i)er8onal 
property as was actually situated in the United 
States at the time of his death should be in- 
cluded/' (Art. 13.) 

§ 21. Notes and bonds. 

The Regulations provide: 

**The value of notes or other claims held 
by the decedent should be included, though 
they are canceled by his will or appear to 
be barred by the statute of limitations. • • • 
All bonds, whether federal, state, or municipal, 
and whether or not containing a tax-free 
covenant, should not be included." (Art. 13.) 

§ 22. Bond interest. 
The Regulations provide: 

^^The amoxmt of interest accrued upon bonds 
on the day of death, whether payable then or 
subsequently, should be included. All matured 
coupons, whether presented for payment or 
not, should be included." (Art. 13.) 

§ 23. Sent. 
The Regulations provide: 

**Rent which had accrued ui>on real property 
at the time of the decedent's death, whether 
then payable or not, is included in the gross 
estate." (Art. 13.) 

30 
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Dividends. 

§ 24. DividendB. 

The Regulations provide: 

** Dividends, whether upon preferred or 
common stock, should not be included unless 
actually declared prior to the date of death. 
The amount of dividends upon stock which 
have been declared, but not paid, must be re- 
turned where the value of the stock at the time 
of the decedent's death does not reflect the divi- 
dends; that is, where the death occurs after the 
closing of the books of the corporation and the 
stock consequently sells 'ex dividend.' Where 
the death occurs before the closing of the 
books, the value of the stock reflects the divi- 
dend, and it should not be included. 

** Example: A 5 per cent dividend upon stock 
is declared March 1, payable on April 1 to 
stockholders of record on March 15. If the 
death occurred on March 10 and the market 
price on that day was 90, the value to be re- 
turned for both stock and dividend is 90, the 
dividend being reflected in the quoted price. 
If the death occurred on March 20, the books 
have been closed and the dividend is not re- 
flected in the selling price. Under these cir- 
cumstances the dividend must be returned in 
addition to the quoted price of the stock; and 
the proper return would be stock 90, dividend 
$5.'' (Art. 13.) 
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§ 25. Contingent interests. 

The statute provides for the inclusion "of all 
property, real or personal, tangible or intangible, 
wherever situated.*' (Sec. 402.) It has often been 
held that the word '* property*' is, unless qualified, 
nomen generalissimum, inclusive of any interest 
whatsoever.^ The context here indicates the intent 
to give the term an unrestricted meaning; and it is 
so construed by the Bureau. The result is to hold 
that all interests of the decedent, whether vested 
or contingent at the time of his death, are a proper 
subject for inclusion in the gross estate.* It is 
consequently unnecessary to determine whether the 
particular interest in question is properly to be 
styled contingent, or rather as a vested interest 
subject, however, to be defeated in a subsequent 
contingency. 

This rule, however, does not warrant the inclusion 
of a contingent interest where the contingency 
determining the interest is the decedent's own 
death. In such a case the death defeats the interest, 
and it forms no part of the gross estate.* 

2. It has been said that "Property is everything which has 
an exchangeable value" (Slaughter-House Cases, 16 Wall. 
36, 127); that "By the term property • • • all titles are 
embraced, l^al or equitable, perfect or imperfect." Homsby 
V. United States, 10 Wall. 224, 242. 

3. For the manner of valuing such interests, see p. 114. 

4. See Regulations, Art. 12. 
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Bemainders — ^Life estate — ^Legal title. 

§ 26. Semainders. 
The Begolations provide: 

'^The value of a vested remainder should be 
included in the gross estate. Nothing should 
be included, however, on account of a con- 
tingent remainder where the contingency does 
not happen in the lifetime of the decedent, and 
the interest consequently lapses at his death." 
(Art. 12.) 

§ 27. Life Estate— Annuities. 
The Regulations provide: 

^^Nor should anything be included on account 
of a life estate in the decedent. There should 
be included, however, the value of an annuity 
payable to the decedent u])on the life of a third 
person who survives him, and the value of an 
estate for the life of a person other than the 
decedent." (Art. 12.) 
An estate for the life of a i)erson terminates at 
his death, and cannot, of course, be a subject for 
inclusion in his gross estate. This is not true, how- 
ever, where the estate is for the life of another. 
Such an interest whether in the form of an annuity 
or otherwise, is an asset of the estate, the value of 
which, at the time of the death, is included in the 
gross estate. 

§ 28. Legal title without beneficial Interest. 
The Regulations provide: 

^'As a basis for tax, there must be an actual, 
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beneficial ownership in the decedent, not a bare 
legal title, or one held in trust. Thus, property 
actually devoted to religious or charitable pur- 
poses, and placed in the name of an individual 
solely for convenience in administration, is not 
included in his gross estate." (Art. 12.) 
Ananlogous* cases, not specified in the Begula- 
tions, have come before the Bureau, and received 
similar treatment. Thus, it has been held that the 
entire value of land standing in the name of the 
decedent would not be included in the gross estate 
where it appeared that he made a verbal deed of 
an interest therein, and the land was held by the 
decedent in common with the purchasers of the 
interest, all of them contributing to pay the taxes, 
joining in the execution of leases and receiving 
each his share of moneys derived from the land. In 
this case there was included in the decedent's gross 
estate only the value of the actual beneficial interest 
which he retained. Similarly, it has been ruled 
that where the decedent agrees to transfer land in 
consideration of a substantial sum, and executes a 
deed in pursuance of the contract, and the grantees 
enter into immediate possession, and pay the full 
purchase price, the land should not be included in 
the decedent's gross estate, although the contract 
provides that the deed be placed in escrow, and 
delivered to the grantees only upon the death of the 
decedent and his wife. 
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Right of action for cansiiig death — ^Payments to children. 

§ 29. Bight of action for causiiig deattt 

The Begnlations provide: 

**The statute also includes only property 
rights existing in the decedent in his lifetime 
and passing to his estate.' It consequently 
does not include a right which came into exist- 
ence only after the decedent's death, such as a 
cause of action by statute for causing the death. 
The proceeds of such a cause of action should 
not be included in the gross estate, whether 
payable generally to the estate or to some 
specified class of persons, such as the widow 
orchildren.'* (Art. 12.) 

§ 30. Payments to children of the decedent. 

Loans to children of the decedent, as well as to 
other persons, are, of course, a proper subject for 
inclusion in the gross estate, since they constitute 
a debt due to the decedent. It is not always clear, 
however, whether the transaction in question con- 
stitutes a loan or an advancement — ^whether the 
paper executed was merely a memorandum of an 
advancement,* or was intended to evidence a bind- 
ing obligation of the person receiving the money. 
It has been ruled that where the decedent takes 

6. The reference is here confined to subdivision (a) of 
Section 402. Several of the following subdivisions specify 
interests which do not answer this description. 

.6. As to whether an advancement is a transfer in con- 
templation of death, see p. 48. 
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notes or bonds for the amounts paid, npon which 
payments are made in some cases, the transaction 
will be deemed to be what it purports to be, and 
the value of these obligations included in the gross 
estate, even though the decedent in his will directs 
that the amounts be deducted from the respective 
shares of the persons receiving the money. Such a 
direction, however, doubtless is to some extent in- 
dicative of an advancement; and where in such a 
case there is no evidence of indebtedness, but 
merely a record of the amounts, kept by the dece- 
dent, the transactions will be treated as advance- 
ments, and nothing included in the gross estate by 
reason thereof. And even the taking of notes will 
not result in treating the transaction as a loan 
where nothing was ever collected, and other circum- 
stances show plainly that the payments were in- 
tended as advancements. 

(b) DOWER AND COUBTBSY 

§ 31. The statute. 

Subdivision (b) of Section 402 of the statute 
reads: 

**To the extent of any interest therein of the 
surviving spouse, existing at the time of the 
decedent's death as dower, courtesy, or by 
virtue of a statute creating an estate in lieu of 
dower or courtesy.'* 
Under this express provision there can be no 
doubt of the inclusion in the gross estate of the 
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value of dower and courtesy interests where the 
decedent died after February 24, 1919, when the 
Revenue Act of 1918 went into operation. That is, 
the full value of the land should be included in such 
cases, without diminution by reason of these out- 
standing interests. 

§ 32. Estates in lieu of dower and courtesy. 

The question what is a statutory ^^ estate in lieu 
of dower or courtesy'* has received but little con- 
sideration. The term would doubtless include any 
interest expressly declared by statute to be in lieu 
of dower or courtesy; also, it would seem, any in- 
terest of the same general character, though differ- 
ing in some particular. 

In In re Strahan's Estate^ the court had under 
consideration a statute which abolished dower and 
courtesy, and gave to the wife a distributive share 
of one-fourth of the real and personal property of 
the husband. The court said that this share '^is 
given to her in lieu of dower,** that her interest was 
^'an enlarged estate of the same kind as that of 
dower or courtesy. ** It was accordingly held, under 
the statute then under consideration, that the 
interest was not taxable, dower and courtesy in- 
terests not being included therein. The converse 
would, of course, be true under the present statute, 
which expressly taxes such interests. 

It was probably unnecessary in the Strahan case 

7. 93 Neb. 828; 142 N. W. Rep. 678. 
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to determine whether the estate in question was one 
**in lieu of dower/* The main ground of decision 
was, that the interest conferred upon the wife was 
an absolute one, of which the husband could not 
deprive her; that it did not pass from him to her 
at his death; and consequently that it was not 
embraced in a statute taxing interests passvnff from 
the decedent.^ And this was the sole ground 
assigned in a Utah case for a similar ruling as to 
the taxability of a one-third interest of the wife in 
all estates, whether legal or equitable, in either real 
or personal property, possessed by the husband at 
any time during the marriage.^ 

The Strahan case, however, contains an explicit 
dictum that estates of the kind under consideration 
are **in lieu of dower.'' This is probably a correct 
interpretation for purposes of the Federal Estate 
Tax, since otherwise we should have the peculiar 
result that dower proper is taxable, but that an 
absolute interest of a similar kind is not. The rule 
is consequently stated to be, that an absolute dis- 
tributive share in the husband's property, conferred 
upon the wife by a statute which abolishes dower, 
is taxable under Title IV of the Revenue Act of 
1918. 

It is believed that the term ^'estate in lieu of 
dower or courtesy" would not include community 
property, the interests in which are different in 

8. See 93 Neb., pp. 831-3. 

9. In re Bollen's Estate, 47 Utah 96, 151 Pac. Bep. 533. 
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character, and have their origin in a system ntt- 
known to the common law, and fmidamentally dif- 
ferent in its concepts. 

§ 33. Status of dower and courtei^ under the Act 
of 1916. 

The Regulations provide: 

**The effect of this provision*® is to require 
the inclusion of the full value of the land, with- 
out deduction of the value of the interest of a 
surviving husband or wife. This ride applies 
to the estate of any decedent dying after Sep- 
tember 8, 1916.'' (Art. 21.) 
The rule of inclusion is thus applied to estates 
governed by the Revenue Act of 1916. The right 
to do this is at least doubtful. The earlier statute 
does not specifically mention such interests. If in- 
cluded at all, it seems that they must come under 
the general provision relating to property of the 
decedent which after his death *'is subject to the 
payment of the charges against his estate and the 
expenses of its administration and is subject to 
distribution as part of his estate.'*** How the in- 
terest in question is embraced in this language is by 
no means clear. 

The Bureau has, however, asserted throughout 
the right to tax such interests. The original Estate 
Tax Regulations state: ''There is no provision of 

10. The reference is to subdivision (b) of Sec. 402. 

11. Revenue Act of 1916, Sec. 202 (a). 
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the taxing act under which the value of widow's 
dower or husband's courtesy, or any similar in- 
terest of a successor to decedent by whatever name 
designated in the local law, can be excluded or 
deducted from the gross estate."^* The natural 
inquiry, however, appears to be whether the statute 
contains any affirmative provision for inclusion. It 
not, the absence of a deduction provision seems im- 
material.^* 

The only decision so far on this point is adverse 
to the Government, the decision being that the dower 
interest of the wife under the Laws of Tennessee 
should not be included in the gross estate of the 
deceased husband.** 

18. Regulations No. 37, Revised May, 1917, Art. VIL 

13. The Supreme Court of Nebraska has used the following 
language as to an interest given to the widow by a statute 
abolishing dower: '' Strictly speaking, the widow's share 
should be considered as immune, rather than exempt, from 
an inheritance tax. It is free, rather than freed, from such 
tax. It is not excepted from the taxable class because it 
never was in such class.'' In re Strahan's Estate, 93 Neb. 
828; 142 N. W. Rep. 678. 

14. Randolph v. Craig, 267 Fed. Rep. 993, Dist. Ct., M. D. 
Tenn., Sanf ord, J. The case involved also the inclusion of home- 
stead interests and property set apart for the widow. The 
material part of the opinion is as follows: ''The estate tax 
thus imposed is clearly not a tax on the property of the 
decedent, but upon its transfer or transmission by will or 
descent from the decedent, being in effect a tax on the suc- 
cession from the decedent. * * * In other words, the 
underlying principle is that in the first instance the interest 
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§ 34. Same — ^Election baxrixig dower. 

If dower finally proves to be non-taxable under 
the Bevenne Act of 1916, a question would still 
remain as to provisions made for the wife in lieu of 
dower and which she elects to accept, thus barring 
her dower right. In New York it is held that such 
a provision for the wife, being a legacy or devise, 
comes within the precise provision of the statute 
relating to such dispositions by will, and is tax- 
subject to the tax is only that which is subject to charges 
against the estate of the decedent and is transferred from 
him to others at his death by will or descent. The crucial 
question then is whether upon the husband's death the widow 
is entitled to homestead, dower and a year's support by 
transfer from her husband's estate and in succession to him, 
or whether her right to these interests is vested in her by 
operation of law independently of her husband and not trans- 
mitted to her through him. On this question the statutes and 
roles of decision in Tennessee and Arkansas where the dece- 
dent's property is located are controlling. De Vaughn v. 
Hutchinson, 166 U. S. 666, 670. 

''It is settled in Tennessee that a widow's right to dower 
is not a succession to the title of her husband upon his death; 
that she does not succeed in her dower to her husband's title, 
but derives it by the marriage and her right as wife, to be 
consummated in severalty to her upon her husband's death; 
and that she takes it adversely to the inheritance from the 
husband. Crenshaw v. Moore, 126 Tenn., supra, at pages 634, 
636; Eitts v. Eitts, 136 Tenn. 314, 319. * * * It results 
that as the widow does not receive either her homestead, 
dower or year's support in succession to her husband or by 
transfer from him, but takes them under the statutory pro- 
visions vesting these rights in her independently of her 
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able.^' On the other hand, it has been held in 
Nebraska that the substituted provision is, to the 
extent of the dower interest, merely representative 
of dower; that it has the same taxable statos; and 
that it is consequently exempt.** 

§ 35. Dower under State inheritance tax statutes. 

The question whether dower is taxable under 
inheritance tax statutes has arisen in many of the 
States. The language considered, however, is 
different from that of the federal act, and the deci- 
sions are not decisive of the present question. The 
provision construed is usually one imposing a tax 

hnsband and adversely to his estate, the property assigned to 
her as dower, homestead and year's support, not being trans- 
feired to her from her hnsband, is not a part of his estate 
upon which the tax is imposed by the Federal Estate Tax. 

<< Furthermore, if her dower, homestead and year's support 
should be deemed part of the decedent's gross estate, within 
the meaning of the estate tax, it seems that they would be in 
any event charges against the estate allowed by the laws of 
the jurisdictions under which the estate is being administered, 
and hence, in any event to be deducted from the value of the 
gross estate under the express provisions of clause (a) (1) of 
Section 203 of the Act." (267 Fed. Rep., pp. 995-6.) 

15. In re DeGraaf 's Estate, 24 Misc. 147, 53 N. T. Supp. 
591; In re Riemann's Estate, 42 Misc. 648, 87 N. T. Supp. 731; 
In re Barbey's Esftate, 114 N. Y. Supp. 725; In re Stuyvesant's 
Estote, 72 Misc. 295, 131 N. Y. Supp. 197. 

16. In re Sanford's EsUte, 91 Neb. 752, 137 N. W. Rep. 
864. On rehearing, overruling the original decision (90 Neb. 
410, 133 N. W. Rep. 870). 
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upon the passage of property hy wiU or v/nder the 
intestate laws of the State. In Illinois it is held that 
the ** intestate laws** referred to embrace all 
statutes affecting the passage of a decedent's 
property at his death, including any applicable rule 
of the common law; and consequently that dower 
rights are taxable.^^ This rule is extended to a 
provision for the wife in lieu of dower made by an 
ante-nuptial agreement." 

The weight of authority, however, is the other 
way, the position taken being that the wife obtains 
her interest adversely to the husband; that it is not 
transferred from him to her; and that such an in- 
terest is not subject to tax." 

And the same ruling is made as to an absolute 
distributive share conferred upon the wife in either 
real or personal property acquired by the husband 
during marriage, whether his estate was legal or 
equitable.** 

17. Billings V. People, 189 lU. 472, 69 N. E. Rep. 798; affd. 
188 U. 8. 97. 

18. People V. Field, 248 Dl. 147, 93 N. E. Rep. 721. 

19. McDaniel v. Byrkett, 179 S. W. Rep. (Ark.) 491; In re 
Sanford's Estate, 91 Neb. 752, 137 N. W. Rep. 864; In re 
Riemann'8 Estate, 42 Misc. (N. T.) 648, 87 N. T. Supp. 731; 
In re Weiler's Estate, 122 N. T. Snpp. 608, affd. 139 App. 
Div. 906, 124 N. T. Snpp. 1133; Commonwealth's Appeal, 34 
Pa. St. 204; Crenshaw v. Moore, 124 Tenn. 528, 137 S. W. Rep. 
924. 

20. In re Strahan's Estate, 93 Neb. 828, 142 N. W. Rep. 678; 
In re Bollen's Estate, 47 Utah 96, 151 Pac. Rep. 633. 
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Transfers — Transfers prior to September 8, 1916. 
(c) TRANSFERS BY THE DECEDENT IN HIS LIFE TIME. 

§ 36. The statute. 

Subdivision (c) of Section 402 of the statute 

reads: 

*'To the extent of any interest therein of 
which the decedent has at any time made a 
transfer, or with respect to which he has at any 
time created a trust, in contemplation of or 
intended to take effect in possession or enjoy- 
ment at or after his death (whether such trans- 
fer or trust is made or created before or after 
the passage of this Act), except in case of a 
bona fide sale for a fair consideration in money 
or money's worth. Any transfer of a material 
part of his property in the nature of a final dis- 
position or distribution thereof, made by the 
decedent within two years prior to his death 
without such a consideration, shall, unless 
shown to the contrary, be deemed to have been 
made in contemplation of death within the 
meaning of this title.*' 
This provision raises many questions of much 

importance. 

§ 37. Transfers prior to September 8, 1916. 

It will be noticed that the language of the Revenue 
Act of 1918 is explicit. The statute embraces any 
transfer or trust of the character described, 
** whether such transfer or trust is made or created 
before or after the passage of this Act." The earlier 
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Act provided for the inclusion in the gross estate 
of property **of which the decedent has at any time 
made a transfer,*' etc.*^ While not as explicit as 
the present statute, the natural construction of the 
language points to a transfer made by the decedent 
*'at any time** during his life, without reference to 
the time of the passage of the statute. It is difficult, 
upon any other construction, to give force to the 
words **at any time;** and the Bureau has accord- 
ingly ruled that, **Such transfers are taxable 
whether made before or after September 8, 1916.***^* 
This construction, however, has been disputed; 
and the question is now being litigated. The tax- 
payer lays much stress upon the necessity of avoid- 
ing the giving of retrospective effect to the language 
of a taxing act. The rule, however, against such a 
construction applies only where the language is 
reasonably susceptible of a construction making the 
statute prospective; and it is at least a serious ques- 
tion whether the language in question does not 
clearly embrace past transfers. The alternative 
construction leads to difficulties. Where the trans- 
fer is made within two years of the decedent's 
death, it is prima facie taxable. On this point the 
language of the statute is explicit; and the rule is 
applied in all cases in which the decedent died after 

21. Revenue Act of 1916, Sec. 202 (b). 

22. Regulations, Art. 22. This ruling was originally made 
in Treasury Decision 2385 (Oct. 21, 1916), and was carried 
into the Regulations of May, 1917 (Art. Xm). 



Digitized by 



Google 



GROSS ESTATE. 35 



The decision in Shwab v. Doyle. 



September 8, 1916. Obviously, however, if the 
decedent died on or prior to September 7, 1918, a 
transfer made within two years of his death might 
ante-date the passage of the Revenue Act of 1916.-'* 
The fact that the Revenue Act of 1918 amends 
and makes more explicit the description of the 
transfers in question has been used as an argument 
that Congress recognized that the earlier language 
was insuflScient. This argument, however, is much 
weakened by the fact that in many cases the courts 
have held the more explicit language of an amenda- 
tory statute to be merely interpretative of an earlier 
and construed the two statutes as having the same 
meaning.** 

§ 38. Same— The dedBion in Shwab v. Doyle. 

The position of the Bureau has thus far been 
supported by the courts.**^ 

23. It is noteworthy that there is long established precedent 
for imposing a tax with reference to transfers already executed. 
See the Succession Tax Acts of England and this country, 
taxing "every past or future disposition" of property under 
which the decedent should become beneficially entitled thereto 
(16 & 17 Vict., Chap. 61, Sec. 2; 13 Stat., Chap. 173, Sec. 127) ; 
and the English Customs and Inland Revenue Act, taxing 
absolute gifts when made within a specified period of the 
decedent's death, 44 & 45 Vict., Chap. 12, Sec. 38, sub-sec. (2), 
par. (a) ; 52 & 53 Vict., Chap. 7, Sec. 11, sub-sec. 1. 

24. Bailey v. Clark, 21 Wall. 284, 288; Cope v. Cope, 137 
U. S. 682, 688; Johnson v. Southern Pacific Co., 196 U. S. 1, 
21; Wetmore v. Markoe, 196 U. S. 68, 77; United States v. 
Coulby, 251 Fed. Rep. 982, 986-986. 

26. Shwab v. Doyle, Circuit Court of Appeals, Sixth Circuit; 
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In the case cited the decedent made an executed 
gift inter vivos in the form of a trust over a year 
before the passage of the original Estate Tax Law 
of 1916. This trust took eflFect at once, and divested 
the decedent of all interest in the property. In 
holding that the property transferred should be in- 
cluded in the gross estate, the court said, inter alia: 
**In our opinion the statute evidences an 
intent on the part of Congress that the tax 
should apply to all transfers in contemplation 
of death, whether niade before or after the 
passage of the act, provided the transferrer's 
death occur after the act took effect. This in- 
tent is, we think evidenced by a variety of con- 
siderations." 
The Court then refers to the words *' every dece- 
dent'* in Section 201, and **at any time,'* **any 
transfer'' and ** within two years" in Section 202, 
of the Revenue Act of 1916,^* and continues: 

^^The evident theory of the statute is that 
transfers intended to take effect after the death 
of the grantor, as well as those made in con- 
templation of death, are equally testamentary 
in character. • • • 

** While the interests derived by a grantee 
under an absolute and immediately effective 

Knappen, Denison and Donahue, Circuit Judges; Dec. 10, 1920; 
not yet reported. 

26. The same language is contained in Sees. 401 and 402 of 
the present statute. 
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conveyance in contemplation of death are 
vested, the same is true of any irrevocable con- 
veyance which takes effect in possession or 
enjoyment only upon the death of the grantor, 
although in the latter case such vesting is 
merely in expectancy. If Congress had power, 
as we think it had, to tax both classes of con- 
veyances, even if made before the passage of 
the act, no good reason suggests itself why it 
should desire to discriminate between the two 
classes of transfers. It is not to our minds 
unnatural, nor is it necessarily unjust, that Con- 
gress should intend that one taking a convey- 
ance of a testamentary character, entirely 
without consideration, should do so at the risk 
of having the transfer taxed, directly or in- 
directly, as would be the case were the transfer 
by will or by conveyance taking effect at or 
after the grantor's death.'* 

§ 39. Same — Oonstitational questions. 

Passing the question of construction, it has been 
disputed that Congress has power to impose an 
estate tax upon, or measure it with reference to, 
transfers already executed. The decision in Shwab 
V. Doyle, however, upholds the power of Con- 
gress to measure the tax with reference to transfers 
executed before it went into operation.^^ In this 
case the court said: 

87. Shwab t. Doyle, Circuit Court of Appeals, Sixth Circuit; 
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^^Is the statute nnconstitntional as applied 
to the trust deed? In our opinion the act, if so 
construed, is not void as denying due process 
of law or as violating the fifth amendment to 
the constitution. * •• It (the statute) 
does not affect transfers made after the trans- 
ferrer's death. Being within the all-embracing 
power of Congress over the subject of excise 
and transfer taxation, it is not necessarily un- 
constitutional merely because retroactive. • • • 
Decedent's death being the generating source 
of the taxation, and the statute validly classify- 
ing it as of testamentary character, it logically 
follows, in our opinion, that it is valid to im- 
pose at decedent's death a tax on the testa- 
mentary transfer occurring before the passage 
of the act, regardless of the fact that title had 
already passed to the transferees." 
The court cites and relies upon the cases uphold- 
ing an income tax measured with reference to in- 
come received before the passage of the statute,** 
and the decisions that a legacy tax may be imposed 
by a statute passed after the death of the decedent 
and the consequent vesting in title of the legacy.** 

Knappen, Denison and Donahue, Circuit Judges; Dec. 10, 1920; 
not yet reported. 

28. Stockdale v. Insurance Companies, 20 Wall. 323; 
Brushaber v. Union Pacific R. R. Co., 240 U. S. 1. 

29. Carpenter v. Commonwealth, 17 How. 456; Cahen y. 
Brewster, 203 U. S. 543. 
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(1) TBANSFBBS IN CONTEMPLATION OF DEATH. 

§ 40. Digtingniahed from transfers intended to take 
effect after death. 

The provision in the statute as to transfers **in 
contemplation of death '* should be carefully differ- 
entiated from that relating to transfers intended to 
take effect at or after death. Both provisions are 
found in State legislation, an examination of which 
shows that the latter provision has a much earlier 
origin than the former.*^ 

§ 41. Meaning of the phrase. 

The Regulations provide: 

**The words *in contemplation of death' do 
not refer to the general expectation of death 
which all persons entertain. A transfer, how- 
ever, is made in contemplation of death 
wherever the person making it is influenced to 
do so by such an expectation of death, arising 
from bodily or mental conditions, as prompts 
persons to dispose of their property to those 
whom they deem proper objects of their 
bounty. The cause which induces such bodily 

80. The provision as to transfers intended to take effect 
after death found its way into State inheritance tax legislation 
at least as early as 1826, in the Pennsylvania Statute of that 
year (Laws, 1826, Chap. 72, p. 227, sec. 1). The provision as 
to transfers ''in contemplation of death" seems to haVe 
appeared first in the New York Act of 1892 (Laws, 1892, 
Chap. 399, Sec. 1, snbd. 3). 
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or mental conditions is immaterial; and it is 
not necessary that the decedent be in the im- 
mediate expectation of death.'' (Art. 23.) 

§ 42. Same— State court deflnitions. 

The phrase **in contemplation of death'' has been 
often defined by the State courts, in contruing State 
statutes. The definitions are not uniform, and even 
indicate a possible difference in theory as to the 
scope of the language. The definitions fall roughly 
into two classes, namely, (a) those whicli stress 
sickness or peril; and (b) those which indicate 
merely an act essentially testamentary. 

The principal definition of the first character 
comes from New York, and is as follows: 

**This court has held that the words *in con- 
templation of the death' do not refer to that 
general expectation which every mortal enter- 
tains, but rather the apprehension which arises 
from some existing condition of body or some 
impending peril. "^* 
It is not clear that this definition makes sickness 
or peril an absolute condition of taxability. It does, 
however, undoubtedly lay stress upon these features 
of the case. It is noteworthy that this definition 
was, in its origin, simply a definition of a gift causa 
mortis. ^^ Thus, the definition in the Baker case was 

81. Matter of Baker, 83 App. Div. 530, 533; affd. 178 N. T. 
575. 

82. The Baker ease takes the definition from Hatter of 
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evidently adopted upon the theory that a gift causa 
mortis and a gift ^4n contemplation of death" were 
one and the same. This theory, however, has been 
exploded.'* 

Other definitions of the term ''in contemplation 
of death" do not stress sickness or peril, but define 
it so as to embrace all acts which, though not testa- 
mentary in form, are testamentary in character. 

**The intention (in the use of the words *in 
contemplation of death ^ cleai'ly was to tax 
property passing by will or the intestate laws 
of the State, or by such gifts or transfers as are 
of like nature and can properly be classed there- 
with. '«* 

**The words *in contemplation of death' as 
used in inheritance tax statutes, do not refer 
to that general expectation of death enter- 
tained by all persons, but they do not refer to 
that expectation of death which arises from 
such bodily or mental conditions, irrespective 
of the cause in any particular case, which 
prompts persons to dispose of their property 
to those they deem entitled to their bounty.** 

Spatdding (49 App. Diy. 541); and the latter case (49 App. 
Diy., p. 548) takes it from Ridden y. ThraU (125 N. T. 572, 
579). The language thus taken from Ridden y. Thrall is 
nothing but a definition of a gift causa mortis. 

53. See pp. 45-6. 

54. Rosenthal y. People, 211 111. 306, 309; 71 N. E. Rep. 1121. 
35. Conway's EsUte y. State, 120 N. E. Rep. (App. Ct. of 

Ind.) 717, 720. 
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The term is also said to designate ^' gifts in life 
substituted for gifts by will.*^* 

As between these possibly conflicting theories, the 
Bureau has adopted the broader construction of the 
statute, and taken the position that it embraces all 
transfers which, although not testamentary in form, 
are essentially testamentary in character. The defi- 
nition in the Begulations corresponds very nearly 
with that given by the court in the Conway case.*^ 

§ 43. Same— Decision in Shwab v. Doyle. 

The position taken by the Bureau concerning the 
meaning of the words **in contemplation of death *' 

A similar definition will be found in State v. Pabst (139 
Wis. 561, 590, 121 N. W. Rep. 351), with the omission, how- 
ever, of the phrase ^^irrespective of the cause in any par- 
ticular case.'' In People v. Carpenter (264 HI. 400, 408; 106 
N. E. Rep. 302) the court reverts to the definition in the Baker 
case. In People v. Danks (289 JH 542, 547-548; 124 N. E. 
Rep. 625) the term ^'in contemplation of death'' is said to 
refer ^Ho that apprehension of death which arises from some 
existing infirmity of such a character as would prompt an 
ordinarily prudent person to make a disposition of his prop- 
erty and bestow it upon those whom he regarded as most 
entitled to be the recipients of his bounty." This is a modified 
definition, involving some of the elements of the definition in 
the Rosenthal case and some of those in the Baker case. As 
will be seen, there is considerable variety of language in the 
various definitions. 

86. Estate of Reynolds, 169 Cal. 600, 604; 147 Pac. Rep. 268. 

87. 120 N. E. Rep., p. 720. 
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appears to be fully supported by the recent decision 
in Shwab v. Doyle.^* 
In that case the trial judge charged as follows : 
"By the term *in contemplation of death' is 
not meant on the one hand the general ex- 
pectancy of death which is entertained by all 
persons, for every person knows that he must 
die. • • • On the other hand, the meaning 
of the term is not necessarily limited to an ex- 
pectancy of immediate death, or a dying condi- 
tion. • • • The term *in contemplation of 
death' involves something between these two 
extremes. Nor it is necessary, in order to con- 
stitute a transfer in contemplation of death, 
that the conveyance or transfer be made while 
death is imminent, while it is immediately im- 
pending by reason of bodily condition, ill- 
health, disease or injury, or something of that 
kind. But a transfer may be said to be made 
in contemplation of death if the expectation 
or anticipation of death in either the immediate 
or reasonably distant future is the moving 
cause of the transfer.'' 
The court also refused to charge, in accordance 
with the language of certain of the New York cases, 
that **the words *in contemplation of death' do not 
refer to that general expectation of death which 

88. Shwab v. Doyle, Circuit Court of Appeals, Sixth Circuit; 
Knappen, Denison and Donahue, Circuit Judges; Dec. 10, 1920; 
not yet reported. 
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every mortal entertains, but rather the appre- 
hension which arises from some existing condition 
of body or some impending periL'* 

The appellate court sustained these rulings, say- 
ing, among other things: 

**It may be conceded that plaintiff's requested 
instruction would have been proper as applied 
to a gift claimed to have been made causa mortis 
— ^when the grantor was in a dying condition. 
But the instant case presented no such issue or 
claim. The transfer in question was an abso- 
lute gift inter vivos, claimed by the government 
to have been testamentary in character. On 
principle, and without present reference to 
authority, the ultimate question concerns the 
motive which actuated the grantor, that is to 
say, whether or not a specific anticipation or 
expectation of her own death, inmiediate or 
near at hand (as distinguished from the general 
and universal expectation of death some time), 
was the immediately moving cause of the trans- 
fer. Both the element of 'existing condition of 
body,' as distinguished from the grantor's 
mental state on that subject, and the term 
* impending,' are inconsistent with the prima 
facie provision of Sec. 202 (b).'* 

89. The reference is to the provision of the original Estate 
Tax Law that certain specified transfers, made within two 
years of the decedent's death, are prima facie 'Meemed to 
have been made in contemplation of death." Revenue Act of 
1916, Sec. 202 (b). 
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• • • Plaintiflf's contention also overlooks 
the contribution which may be made to the 
grantor's state of mind and motive by a realiza- 
tion of the fact that she had already lived many 
years beyond the scriptural limit.*' 
The court refuses to hold that **the trial court's 
definition (is) in conflict with any settled and con- 
trolling rule of construction;" and states that, **In 
our opinion the decisions relied on by plaintiff do 
not completely or uniformly support his definition." 
Many State court decisions are reviewed; and par- 
ticular attention is given to the fact that the earlier 
New York decisions, and certain others, were 
affected by the original erroneous theory that gifts 
**in contemplation of death" and gifts causa mortis 
were one and the same. 

§ 41 Gifts ''in contemplation of death" and gifts 
causa mortis. 
The theory at one time obtained in New York 
that gifts **in contemplation of death" were simply 
gifts causa mortis;*^ but other, and, it is believed, 
better reasoned New York cases give a broader 
construction to the term, so as to embrace certain 
sorts of gifts inter vivos;^^ and the original rule 

40. Matter of Edgerton, 35 App. Div. 125, 54 N. Y. Supp. 
700; Matter of Spanlding, 49 App. Div. 541, 63 N. Y. Supp. 
694; Matter of Mahlstedt, 67 App. Div. 176, 73 N. Y. Supp. 
81S; Matter of BuUard, 76 App. Div. 207, 78 N. Y. Supp. 491; 
Matter of Baker, 83 App. Div. 530, 82 N. Y. Supp. 390. 

41. Matter of Palmer, 117 App. Div. 360, 102 N. Y. Supp. 
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seems to have been finally repudiated in New 
York." 

The original New York rule seems never to have 
obtained in any other jurisdiction. The general and 
well established doctrine appears to be, that the 
term **in contemplation of death'* embraces 
executed gifts inter vivos, when induced by the con- 
templation of death, as well as gifts causa mortis.^^ 

§ 45. Same— Treatment of specific cases. 

The rule appears to be well established that the 
question whether a transfer is made ^*m contempla- 
tion of death*' is a question of fact.** 

236; Matter of BirdsaU, 22 Misc. 180, 49 N. T. Supp. 450; 
Matter of Crary, 31 Misc. 72, 64 N. T. Supp. 566; Matter of 
Price, 62 Misc. 149, 116 N. Y. Supp. 283. 

42. In re Dee's Estate, 210 N. T. 625, 104 N. E. Rep. 1128, 
affg. 148 N. Y. Supp. 423. 

43. Rosenthal v. People, 211 lU. 306, 71 N. E. Rep. 1121 
Estate of Merrifleld v. People, 212 lU. 400, 72 N. E. Rep. 446 
In re Estate of Benton, 234 HI. 366, 84 N. E. Rep. 1026 
People V. Burkhalter, 247 111. 600, 93 N. E. Rep. 379; Conway's 
Estate V. State, 120 N. E. Rep. (App. Ct. of Ind.) 717, 720 
State V. Pabst, 139 Wis. 561, 121 N. W. Rep. 351. 

44. Estate of Reynolds, 169 Cal. 600, 603, 147 Pac. Rep. 268 
Abstract and Title Guaranty Company v. State, 173 CaL 691 
694, 161 Pac. Rep. 264; Spreckels v. State, 30 Cal. App. 363, 
368, 158 Pac. Rep. 549; McDougald v. Wulzen, 34 Cal. App. 
21, 23, 166 Pac. Rep. 1033; People v. KeUey, 218 HI 509, 514; 
75 N. E. Rep. 1038; In re Estate of Benton, 234 HI. 366, 370. 
84 N. E. Rep. 1026; Conway's Estate v. State, 120 N. E. Rep. 
(App. Ct. of Ind.), 717, 719. 
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As has already appeared, the Bureau indndes in 
the gross estate property transferred when the 
decedent was not ill or in the immediate appre- 
hension of death. In such cases, however, the dece- 
dent is ordinarily of advanced age, and the circum- 
stances indicate that he is executing part of his 
testamentary plan. The property is not included 
solely because the decedent is advanced in years.*** 
The test applied is whether the act, while not testa- 
mentary in form, is essentially testamentary in 
character. It is thus important to ascertain 
whether there was a special occasion for the gift 
other than the mere handing on of the property to 
the objects of the decedent's bounty. The existence 
of such a special occasion and special motive tends 
to negative the testamentary character of the gift, 
and makes for the exclusion of the property from 
the gross estate. In this way, weight is attributed 
to the fact that the gift is a Christmas or birthday 
present; that it is in compensation for services 
rendered; that, although made at an advanced age, 
it is merely one of a long series of gifts made in 
pursuance of the decedent's policy to let his chil- 
dren have such property as should not be necessary 
for his own maintenance and the charities which he 
supi)orted. Similar weight is given to the fact that 
a gift of stock, made near the date of the decedent's 

44a. For a specific case in which a transfer by a person ''well 
advanced in years'' was held not to be taxable, see Polk v. 
Miles, 268 Fed. Rep. 175. 
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death, is but the final step in a plan formed many 
years before for rendering his children independent. 
The ultimate question is, however, held to be in 
every case a question of fact, depending to a con- 
siderable extent upon its own particular circum- 
stances. 



§ 46. Same — ^Advancements. 
The Regulations provide: 

''The fact that a gift was made as an ad- 
vancement, to be taken into account upon the 
final distribution of the decedent's estate, is 
not enough, standing alone, to establish tax- 
ability; but it is a circumstance to be considered 
in determining whether the transfer was made 
in contemplation of death.*' (Art. 23.)*' 

(2) TRANSFERS INTENDED TO TAKE EFFECT AT OR AFTER 

DEATH. 

§ 47. In general 

A provision taxing transfers intended to take 
effect at or after the death of the grantor is now, 
it is believed, contained in the statutes of all of the 
States, and has existed in some of them for many 
years. The provision has come up frequently for 
construction; and certain points are practically 
settled, while others remain in more or less doubt. 

45. As to whether payments made to relatives of the decedent 
constitute advancements or loans, see pp. 24-5. 
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§ 48. Same— Transfers with reservation of income. 
It is a familiar thing for the owner of property 
to make a transfer of it (generally in the form of a 
trust) in which he reserves to himself the income 
for life. It has been frequently held that such a 
transfer is, in its operation upon the principal of 
the fund, one intended to take effect at the death of 
the grantor, and consequently taxable.** 

The Bureau rulings follow these authorities. The 
Regulations provide: 

**A transfer is taxable where the grantor 
reserves to himself during life the income of 
the property transferred. In such a case the 
transfer of the principal takes effect in posses- 
sion and enjoyment after the death of the 
grantor, and the value of the entire property 
should be included in the gross estate.'' (Art. 
24.) 

§ 48. Reservation of income to a third person. 

The rule holding taxable a transfer in which 
there is a reservation of income has been extended 

46. In re Moir's Estate, 207 IlL 180, 69 N. E. Rep. 905; 
People V. Kelley, 218 LI. 609, 75 N. E. Rep. 1038; Crocker t. 
Shawy 174 Mass. 266, 54 N. E. Rep. 549; Douglas County t. 
Kount£e, 84 Neb. 506, 121 N. W. Rep. 593; In re Green's 
Estate, 153 N. T. 223, 47 N. E. Rep. 292; In re Brandeth's 
Estate, 169 N. Y. 437, 62 N. E. Rep. 563; In re ComeU's 
Estate, 170 N. T. 423, 63 N. E. Rep. 445; Wright's Appeal, 38 
Pa. St. 507; In re lines 's Estate, 155 Pa. St. 378, 26 Atl. Rep. 
728. 
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to transfers in which the income is reserved to 
someone other than the grantor during the grantor's 
life, the principal, at the grantor's death, to go to a 
third person.*^ 

In accordance with these authorities, the Regula- 
tions provide: 

"A gift of the principal of a trust fund which 
takes effect at or after the decedent's death is 
taxable, although the income during the dece- 
dent's life is payable to someone other than 
himself. Example: The decedent transfers 
property to his son, the latter agreeing to pay 
the income to his mother during the decedent's 
life. The transfer to the son is taxable." 
(Art. 24.) 
This rule, however, is not extended to a case 
where the gift of the principal does not, in terms, 
take effect at or after the death of the decedent. 
Thus, where there is a trust to pay the income to a 
relative of the decedent, and upon the death of the 
life tenant to pay the principal to others, the gift 
would not ordinarily be taxed, although it was 
possible, or even probable, that the life tenant would 
survive the decedent. 

47. New England Trust Co. v. Abbott, 205 Mass. 279, 91 N. 
E. Rep. 379; State Street Trust Co. v. Stevens, 209 Mass. 373, 
95 N. E. Rep. 851; In re Cruger, 54 App. Div. 405, 66 N. Y. 
Supp. 636; In re Patterson's Estate, 127 N. T. Supp. 284, affd. 
146 App. Div. 286, 130 N. Y. Supp. 970. 
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§ 50. Reservation of part of income. 

This question has also arisen nnder State 
statutes ; and it has been held that, where a portion 
of the income is reserved to the grantor, a corre- 
sponding portion of the property transferred is tax- 
able.*® Similarly, when the grantor reserves an 
annuity, it has been held that so much of the prin- 
cipal transferred as is necessary to produce the 
annuity is taxable.** 

The Bureau rulings are to the same effect. The 
Regulations provide : 

** Where the grantor reserves a proportionate 
part of the income, only a corresponding pro- 
portion of the property should be included in 
the gross estate, unless the transfer was made 
in contemplation of death.^^ If, for example, 
he reserves one-half of the income, the value of 
one-half of the property transferred should be 
included in the gross estate. If he reserves an 
annuity, so much of the property as is neces- 
sary to produce the annuity should be included 
in the gross estate. Where the property does 
not produce income, its value as of the date of 
the decedent's death should be ascertained, and 
so much of this sum as is necessary to produce 
the annuity should be included in the gross 
estate.'* (Art. 24.) 

48. In re Moir's Estate, 207 HI. 180, 69 N. E. Rep. 905. 

49. People v. Eelley, 218 lU. 509, 75 N. E. Rep. 1038. 

50. In which case, of course, the entire transfer would be 
taxable. 
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§ 51. Ckmtraet by grantee. 

The principle that a transfer is taxable where 
the grantor reserves the income, or the right to an 
annnitjy has been extended to cases in which, 
instead of an express reservation, the grantee, in 
consideration of the transfer, contracts to pay an 
annuity to the grantor.** 

The Bureau ruling is to the same effect The 
Regulations provide: 

'^A transfer is taxable in accordance with 
these principles whether the grantor makes a 
reservation of the annuity out of the property 
conveyed, or exacts from the grantee an agree- 
ment to pay the annuity. '* (Art. 24.) 

§ 52. Beservatkm of power of revocation. 

The Regulations provide: 

** Property held in trust under any instru- 
ment in which the grantor has reserved a power 
of revocation, or any power which has that 
effect, constitutes a part of the gross estate of 
such grantor for the purpose of this tax. For 
example, where a father places property in 
trust for the present benefit of his son, but 
reserves power to revoke the trust at any time 
during his life, the entire property transferred 

61. Reish y. Commonwealth, 106 Pa. St. 521. But, appar- 
ently contra, see Polk y. Miles, 268 Fed. Rep. 175; Matter of 
Edgerton, 36 App. Diy. 126, 54 N. Y. Supp. 700, affd. 168 N. Y. 
671, 62 N. E. Rep. 1124; Matter of Thome, 44 App. Diy. 8, 
60 N. Y. Supp. 419, affd. 162 N. Y. 238, 66 N. E. Rep. 625. 
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should be included in the gross estate/' (Art 

25.) 
The State court decisions appear to be adverse to 
this ruling. That is, it has been held that the mere 
existence in a trust deed of a i)0wer of revocation 
does not render the transfer taxable as one intended 
to take effect at the death of the grantor.^' 

62. Matter of Masnry, 28 App. Div. 580, affd. 159 N. T. 532^ 
People V. Northern Tmst Co., 289 LI. 475, 124 N. E. Rep. 662. 

These decisions construe State statutes. The weight of the 
Masury case as an authority is somewhat impaired by a sub- 
sequent decision of the New York Court of Appeals in which 
it is intimated that the court ''may have gone too far'' in 
affirming the decision of the lower court, and that ''certainly 
the limit was then reached, beyond which the courts could not 
go without emasculating the provisions of the statute." 
Matter of Bostwick, 160 N. T. 489, 493; 55 N. E. Rep. 208. 

In Matter of William B. Dana Company (215 N. T. 461, 
463-464; 109 N. E. Rep. 557) the power of revocation was 
coupled with other powers tending to render the transfer tax- 
able; but the court lays stress upon the power of revocation, 
stating that the instrument "was just as capable of revoca- 
tion as a will would have been,'' and "must be regarded as 
speaking from the time when it became effective by reason of 
the death of the party who executed if 215 N. Y., p. 464. 

If the power to control the administration of a trust renders 
the transfer taxable (see infra p. 54), it is not clear why 
the same result should not follow from the reservation 
of a power of revocation. The power to destroy would 
appear to be at least as incompatible with an outright gift 
as a power to regulate. The question may be affected in 
some of the States by statutes. Thus it is frequently provided 
(see, for instance. Revised Laws of Minnesota, 1905, Sec. 3279; 
Cons. Laws of New York, Chap. 50, Sec. 145) that, where the 
grantor reserves an absolute power of revocation for his own 
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§ 53. Sesenration of power to oontrol administra- 
tioii of tmst.^ 
The Regulations of 1919 provide: 

**A transfer by way of trust is also taxable 
where the grantor reserves power to control 
the administration of the trust, as by reserving 
I)ower to change the trustee, the trust period, 
the trust property, or the respective interests 
of the beneficiaries in such property.*' (Art. 
25.) 
This rule seems to find support in certain State 
court decisions, construing State statutes, which 
hold that transfers with reservations of the char- 
acter described are taxable as transfers intended to 
take effect at death.** The above sentence, how- 
ever, is ommitted from the revision of 1921, the 
apparent intention being to include only cases where 
the reservation is tantamount to a reserved power of 
revocation. (See pp. 52, 394.) 

benefit, he shall be deemed the absolute owner of the estate 
as to creditors and porchasers. 

53. 8ee in this connection thd treatment of insurance policies 
in which the decedent reserves the right to change the benefici- 
ary. Infra, p. 84. 

54. Matter of Bostwick, 160 N. T. 489, 55 N. E. Rep. 208; 
Matter of William B. Dana Company, 215 N. Y. 461; 109 N. B. 
Rep. 557. 

In the Bostwiok case, power was reserved 'Ho alter, or 
amend, the trust by notice to the trustee; to withdraw, or to 
exchange, any securities, and to control the acts of the trustee 
in selling, or disposing gf , the securities, or with respect to 
investments." 160 N. T. 493. There was ''no reservation of 
power to direct the payment of the income of the trusts'' 
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§ 54. Deposit in trust. 

A deposit by the decedent of money in bank as 
** Trustee'' for another, the same to be paid to such 
other person at the death of the decedent, is held 
to constitute a transfer intended to take effect at 
the decedent's death and to be taxable, although 
the decedent reserves the right to withdraw any 
part of the money during his life.^* 

§ 55. Property placed in escrow. 

Where stock is placed in escrow, to be delivered 
only at the decedent's death, the transfer is held to 
be taxable as one intended to take effect only at the 
decedent's death. 

§ 56. Reservation of power to vote stock. 

Similarly, a transfer of corporate stock is held to 
be taxable as one intended to take effect at the 
death of the grantor where he reserves the right to 
vote the stock and receive a salary coming to him 
in this way as an officer of the corporation. 

(p. 490). It is said that these provisions indicated "an inten- 
tion on the donor ^8 part to retain a dominion over the prop- 
erties transferred, and do not consist with an existing pur- 
pose to vest the absolute right to present and future enjoyment 
in the beneficiaries;" that the decedent "retained practical 
control of the trust property and left the question of its 
beneficial enjoyment and eventual possession open until his 
death" (p. 493). 

65. Quaere, whether the same result might not be reached 
upon the theory that the account was a joint one, taxable 
under subd. (d) of Sec. 402. 
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§ 57. Reservation of right of occapation. 

Similarly, it has been held that, where the 
grantor of a residence reserves the right to live 
there, a proi)ortion of the entire property equal to 
the extent of the use reserved should be included in 
the gross estate. 

§ 68. Sales. 

After providing for the inclusion in the gross 
estate of property conveyed in contemplation of 
death, or by transfer intended to take effect at or 
after death, the statute contains this exception: 
** except in case of a bona fide sale for a fair con- 
sideration in money or money's worth/' (Art. 402 
[c].)»* 

§ 59. Same— Illustrations of sales. 

A contract between the owner of a business and 
the premises in which it is conducted to transfer 
the same at or after his death to his partners in 
consideration of the payment, during the lives of 
himiself and his wife, of a share of the profits of the 
business, is held to be a sale for a fair considera- 
tion, and not taxable. The same has been held of a 
separation agreement, providing for the support of 

56. It is the general tendeDcy to confine inheritance taxes to 
transactions which are donative in character. See Qleason & 
Otis on Inheritance Taxation, 2d Ed., p. 104; Knowlton t. 
Hoore, 178 U. 8. 41, 65-66; Herold v. Blair, 158 Fed. Rep. 804, 
806; In re Orvis's Estate, 223 N. T. 1, 119 N. E. Rep. 88; In re 
Borden's Estate, 159 N. T. 8upp. 346, 351; Hagerty v. State, 
55 Ohio St. 613, 45 N. E. Rep. 1046. Some of the statutes are 
not as explicit as the federal act. 
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the wife and children, in consideration of which the 
wife releases all interest in the decedent's property. 
And the same ruling has been made where the de- 
cedent transferred property for an interest in other 
property, larger in amount, but contingent upon his 
surviving his mother, and although the decedent's 
motive in making the transfer was to carry out the 
wishes of a third person, under whose will he had 
received the property which he conveyed. On 
the other hand, it is ruled that a transfer made 
in order to extinguish an existing claim by accord 
and satisfaction is not such a sale as the statute 
contemplates, the transfer being made to quiet the 
claim and not for a price. 

(d) JOINT INTERESTS 

S 60. The statute. 
Subdivision (d) of Section 402 reads: 

**To the extent of the interest therein held 
jointly or as tenants in the entirety by the 
decedent and any other person, or deposited in 
banks or other institutions in their joint names 
and payable to either or the survivor, except 
such part thereof as may be shown to have 
originally belonged to such other person and 
never to have belonged to the decedent.*' 

§ 61. Gharacter of estate— Survivorship.^^ 
The distinguishing feature of the interests here 

57. The Reflations give the following illustrations of the 
interests embraced in the statute: 
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considered is the right of survivorship, the most 
important incident of the joint estate at common 
law, which is fonnd also in estates by the entirety. 
The subdivision consequently does not embrace — 

§ 62. Estates held in common. 
The Begulations so provide, holding that: 
**It (subdivision [d]) does not include interests 
held as tenants in common, where the interest 
of each tenant passes to his estate, free from 
any right of survivorship.** (Art. 27.) 

§ 63. Gommmiity property.^^ 

The interest of the husband and wife in com- 
munity property is, under the statutes of all the 
States in which the system exists, quite different 

''Real estate held jointly; real estate held by husband and 
wife (known as an estate in the entirety) ; money deposited in 
a bank or trust company in the joint names of the decedent 
and another and payable to either or the survivor; joint trading 
accounts with brokers; stocks and bonds held in the joint 
names of several owners." (Art. 27.) 

58. The subject of community property is not expressly 
mentioned in either the statute or the present Regulations. 
The Regulations of May, 1917, however, provide that, ''Where 
community property is held in partnership by husband and 
wife during the lives of both, one-half the whole value of the 
community property is to be included in the gross estate of 
the decedent husband or wife" (Regulations No. 37, Revised 
May, 1917, Art. XV). It is added that, where the wife's 
interest amounts to no more than a dower right, the entire 
property should be included in the gross estate of the husband; 



Digitized by 



Google 



GROSS ESTATE. 59 



Community property. 



from the right of a joint tenant at common law. 
The survivor does not take the entire property by 
right of survivorship, but ordinarily receives one- 
half of it, not by inheritance or survivorship, but 
in virtue of an interest existing during the marriage. 
The Bureau has consequently ruled, as a general 
proposition and in accordance with the local law, 
that one-half of the community property should be 
included in the gross estate of either husband or 
wife. 

An exception to this rule, however, obtained in the 
State of California.*.* The courts of this State hold 
that the interest of the wife is a bare expectancy, 
and that the husband is virtually the sole owner of 
the property.*^ In pursuance of this local rule the 

also that, ''This is the rale, too, where the husband ^s interest 
in such property is equivalent merely to the curtesy right*' 
(Id.). It is apparently meant that in the case last stated the 
entire property is included in the estate of the wife. It is by 
no means clear that under any State law the community interest 
is analogous to dower or courtesy. 

59. This is apparently the only exception to the rule. 

60. In re Burdick's Estate, 112 Cal. 387, 44 Pac. Rep. 734; 
Spreckels v. Spreckels, 116 Cal. 339, 48 Pac. Rep. 228; Peiser v. 
Griffin, 125 Cal. 9, 57 Pac. Rep. 690; In re Moffitt's Estate, 153 
Cal. 389, 95 Pac. Rep. 653, affd. sub. nom. Moffitt y. Kelly, 218 
U. S. 400. 

To call property of such a character "community property" 
is, of course, a misnomer. The statutes of California are not 
sufficiently different from those of other States to warrant 
such a radical distinction. The State courts manifest an 
i^parent misconception of, or prejudice against, the community 
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Bureau, in cases governed by the laws of Califomia, 
includes the whole of the so-called ** community 
proi)erty** in the gross estate of the husband, and 
none of it in the gross estate of the wife. 

The Bureau has applied this rule to the estates of 
all decedents dying after September 8, 1916. A re- 
cent court decision, however, will, unless reversed, 
prevent the inclusion in the gross estate of the de- 
ceased husband of more than one-half of the com- 
munity property in any case in which the death oc- 
curred after July 27, 1917. On this date two stat- 
utes took effect in California, one of them requiring 
the signature of the wife to deeds or mortgages of 
the community real property, or leases thereof for 
more than one year;*** and another establishing an 
inheritance tax, and providing **that for the pur- 
I)Ose of this act the one-half of the community prop- 
erty which goes to the surviving wife on the death 
of the husband • • • shall not be deemed to 
pass to her as heir to her husband, but shall, for the 
purpose of this act, be deemed to go, pass or be 
transferred to her for valuable and adequate con- 
sideration and her said one-half of the community 
shall not be subject to the provisions of this act.^'«®^ 

property system. In this, as in many other cases, the Federal 
Government is bound to take the local law as it finds it, and 
make a corresponding rule. 

60a. Statutes, 1917, Chap. 683, Sees. 1, 2; amending Sec. 
172 of the Civil Code, and adding thereto Sec. 172a. 

60b. Statutes, 1917, Chap. 587, Sec. 1, par. 2. 
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It has been held that this legislation changed the 
character of the wife^s interest in community prop- 
erty as previously determined; and that only one- 
half of the conmiunity personal property should be 
included in the gross estate of a husband dying after 
the amendatory legislation took effect.** 

§ 64. Taxable portion of property— Gonsideratioii 
furnished. 

Subdivision (d) of Section 402 of the statute 
specfies, first, a subject matter for inclusion in the 
gross estate; second, a deduction therefrom. The 
inclusion is of the entire joint interest. The deduc- 
tion is of such part ** thereof*' (of the entire in- 
terest) as appears to have ** belonged'* originally 
to some one other than the decedent, and never to 
have ** belonged*' to hiuL The test here adopted is 
evidently the furnishing of the consideration for the 

61. Blum V. Warden, U. S. Dist. Court, N. D. Cal., Rudkin, 
J., not yet reported. The court said that if the amendatory 
act, "does not recognize in the wife a valid, subsisting, vested 
interest and estate in the community property during the life 
of the husband, language is without meaning and legislation 
without avail." This decision was made despite the fact ''that 
there has been no change in the community property laws so 
far as concerns personal property." The court shows some 
dissatisfaction with the California decisions, and also their 
result in making California an exception to the ordinary rule 
that only one-half of the community property is included in 
the gross estate of the husband. The decision, however, is not 
authority in a ease where the decedent died prior to July 
27, 1917. 
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joint interest, thns avoiding difficulties which had 
previously troubled the courts/* It does not seem 
possible to give any other construction to the 
language used. It contemplates a case in which 
the property may always have ** belonged^' to the 
other joint tenant, and never have ** belonged'* to 
the decedent. If title were the test, this could never 
happen. The theory evidently is, that the property 
** belongs*' to the respective tenants to the extent to 
which each furnishes a valuable consideration for 
his interest; and there are State court decisions 
applying this test in the case of bank deposits.^ 

The Regulations adopt this theory, providing as 
follows : 

**The value of such property to be returned 
for tax is the value of the entire property, 
unless it can be shown that part of it originally 
belonged to the other joint owner and never 

62. See infra, pp. 66-70. 

6a. Matter of Kline, 65 Misc. 446, 121 N. T. Sapp. 1090; 
Matter of Dnrfee, 79 Misc. 655, 140 N. T. Sapp. 594; In re 
Rosenberg's Estate, 114 N. Y. Sapp. 726. 

It is interesting to compare with the Federal Statate the 
language of the English Castoms and Inland Revenue Act of 
1881, which embraces, "Any property which a person ♦ ♦ ♦ 
haying been absolutely entitled thereto, has voluntarily caused 
or may voluntarily cause to be transferred to or vested in 
himself and any other person jointly, whether by disposition 
or otherwise, so that the beneficial interest therein, or in some 
part thereof, passes or accrues by survivorship on his death 
to such other person.'' 44 ft 45 Vict., Chap. 12, Sec. 38 (2) 
(b). 
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belonged to the decedent. In order to exdnde 
any jmrt of snch property from the gross estate 
the executor must show an original contribu- 
tion of value by some person other than the 
decedent. If such a contribution can be estab- 
lished, the proportion thereof to the entire pur- 
chase price represents the interest in the prop- 
erty which should be excluded from the gross 
estate. Three cases may arise: (1) The dece- 
dent may have paid the entire purchase price, 
in which case the entire property should be in- 
cluded; (2) the decedent may have paid only a 
portion of the purchase price, in which case 
only a corresponding portion of the property 
should be included; (3) the decedent may have 
paid no part of the purchase price, in which 
case no part of the property should be included. 
In the case of bank deposits, the same rule 
applies; that is, the interest of the decedent in 
the account is determined by the amount of his 
contribution.*' (Art. 28.) 

The general purpose of the Estate Tax Law i^pears to have 
been the same, namely, to include yolontary transfers taking 
the form of the ereation of a joint interest, the language used 
being broad enough to include cases in which the title was 
originally taken in the joint name of the decedent and another. 
It is noteworthy that the provision quoted from the English 
Act of 1881, when incorporated into the Finance Act of 1894, 
was modified so as to strike out the word "voluntarily/' 
57 & 58 Vict., Chap. 30, Sec. H (1) (c). 
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§ 65. Estates by the entirety. 
The Begalations provide: 

** Property owned by husband and wife as 
tenants in the entirety is governed by the rule 
given above. The whole value of the property 
must be included, in the absence of a showing 
as to the original contributions. An exception 
is made, however, where property is conveyed 
to husband and wife without valuable con- 
sideration, or where the property was pur- 
chased out of conunon funds, representing the 
savings of husband and wife, or was the fruit 
of joint labor, the proportion of the several 
contributions having been lost sight of. In 
such cases, one-half of the total value of the 
property should be returned.'* (Art. 29.)** 

§ 66. Time of creation of interest. 

Neither the Bevenue Act of 1916, nor the Revenue 
Act of 1918,** refer to the time of the creation of 
the joint interest. The statute, in constituting the 
gross estate, refers to the date of the decedent's 
death. In terms, it directs the inclusion of all joint 

64. There seems to be no reason why the rule here indicated 
should not apply to joint interests, as well as estates by the 
entirety. That is, where no consideration was paid, or where 
the evidence indicates the acquisition of the interest by an 
equal contribution of money or labor, one-half of the interest 
should be included in the gross estate of either joint tenant. 

66. The two statutes contain identical language on this sub- 
67 & 58 Vict., Chap. 30, Sec. II (1) (c). 
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interests then existing, without reference to whether 
they were created before or after September 8, 1916. 
The Bureau has so ruled, and includes joint in- 
terests without reference to the time of their 
creation. This ruling is contrary to a recent de- 
cision, in which it is held that only one-half of prop- 
erty held jointly by husband and wife should be in- 
cluded in the gross estate of the husband, where the 
joint interest was created prior to September 8, 
1916.** 

66. Kissam v. McEUigott, U. S. District Court, Southern 
District of N. T., Mayer, J.; not yet reported. The reason- 
ing is as foUows: 

"It is true that section 201 provides that the tax is imposed 
upon the tvansfer of the net estate of 'every decedent dying 
after the passage of this Act;' but the assumption must be 
that this relates to estates thereafter created and not to then 
existing vested property. 

"11 it be argued that in taxing the succession or transfer 
involved in the passing of the interest of Jonas to Cornelia, 
the measure of the tax was the extent of the interest of both, 
the result is the same. 

"At the time the statute was passed Cornelia Kissam 's in- 
terest belonged to her. 

"In other words, the time of the transfer of the interest 
which Cornelia Kissam got from Jonas Kissam, in his life 
time, had passed. From the structure of the Act, to say that 
the measure of the tax is the extent of the interest of both 
joint tenants is, in effect, to say that a tax will be laid on the 
interest of Cornelia in respect of which Jonas had in his life 
time no longer either title or control. 

"When viewed prospectively, Congress would have the 
power to tax the privilege of a survivor of acquiring the entire 
5 
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DECISIONS UNDEB STATE STATUTES 

Though the State statutes differ from the federal 
act, the decisions throw some light upon the con- 
struction of the latter. 

§ 67. In genenL 

The question of the taxability of joint interests 
usually arises in the States under statutes which 
do not make specific reference to such interests. 
One of the main questions presented is whether any 

property by the instmmentality of a joint tenaney. When 
viewed retroactively, it mast be assumed that Congress wonld 
regard as the original owner of the 'part' the surviving joint 
tenant who prior to the passage of the Act was vested with 
or possessed of legal title, whether such ownership was the 
result of a gift or of a contribution of the 'part' of the prop- 
erty embraced within the joint tenancy." 

In this case the husband originally owned the property and 
transferred it to a third person, who re-conveyed it to husband 
and wife jointly. The decision assumes that the interest thus 
created was a joint one, rather than an estate by the entirety. 

It has been held in New York that a statute taxing the 
entire joint interest upon the death of a joint tenant can, as 
applied to an interest created before the passage of the taxing 
act, operate only upon the one-half interest of the decedent, 
as to which the title of the surviving tenant was insecure up 
to the moment of decedent's death. Matter of McKelway, 221 
N. Y. 15; 116 N. E. Rep. 348. 

There is considerable doubt as to the extent of the relevancy 
of this decision, or similar decisions of the State courts, with 
reference to the Federal Act. The McKelway case is one of 
a line of State court decisions holding that an inheritance tax 
may not be so imposed as to impair vested rights. For other 
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interest in the joint property passes under the in- 
testate laws upon the death of one of the joint 
tenants, so as to bring the case within a statute 
taxing interests so passing. The authorities appear 
to be unanimous that the interest of the surviving 
tenant comes to him imder the instrument creating 
the tenancy, not under the intestate laws, and is 
consequently not subject to tax under a provision of 
this character.*'' 

decisions of the same sort see Matter of Pell, 171 N. T. 48, 63 
N. E. Eep. 789; Hunt v. Wicht, 174 Cal. 205, 162 Pac. Rep. 639. 

The only relevant limitation upon the power of Congress, 
however, is the ''due process" clause of the Fifth Amend- 
ment, which does not, like many of the 8tate Constitutions, 
forbid legislative action impairing the obligation of a contract. 
Sinking Fund Cases, 99 U. S. 700, 718; Mitchell v. Clark, 110 
U. S. 633, 643; Evans-Snider-Buel Co. v. McFadden, 105 Fed. 
Rep. 293, 297, afifd. 185 U. S. 505. 

It is also a question how far the tax upon the transfer of 
the decedent's net estate may be measured with reference to 
property not itself the direct subject of tax. See United States 
V. Perkins, 163 U. S. 625, 629-630; Plummer v. Color, 178 U. S. 
115; Snyder v. Bettman, 190 U. S. 249, 253-254; Flint v. Stone 
Tracy Co., 220 U. S. 108, 162-163; Brushaber v. Union Pacific 
R. R. Co., 240 U. S. 1, 20; MaxweU v. Bugbee, 250 U. S. 525, 
539. 

67. Attorney General v. Clark, 222 Mass. 291, 110 N. E. Rep. 
299; Matter of TiUey, 166 App. Div. (N. Y.) 240, 151 N. Y. 
Supp. 79, affd. 215 N. Y. 702, 109 N. E. Rep. 1094; Matter of 
Thompson, 167 App. Div. 356, 153 N. Y. Supp. 164, affd. 217 
N. Y. 609, 111 N. Y. Supp. 1101; Matter of Dalsimer, 167 App. 
Div 365, 153 N. Y. Supp. 58, affd. 217 N. Y. 608, 111 N. E. 
Rep. 1085. 
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The question, however, remains whether, as an 
incident of the creation of the joint tenancy, the 
decedent made a transfer of the property, or an 
interest therein, intended to take effect at his 
death.*® Here there appears to be a conflict in the 
decisions. The weight of authority seems to be that 
the creation by the decedent of a joint interest in 
the property in himself and another does not con- 
stitute a transfer intended to take effect at hia 
death, and is consequently not taxable.** This rule 
apparently takes no account of whether or not a 
valuable consideration was paid to the decedent for 

68. The statutes of all the States contain provisions taxing 
such transfers. 

69. Matter of Tilley, 166 App. Div. (N. Y.) 240, 151 N. Y. 
Supp. 79, affd. 215 N. Y. 702, 109 N. E. Rep. 1094 (deposit of 
moneys by husband to joint account of himself and wife; not 
taxable at his death) ; Matter of Thompson, 167 App. Div. 356, 
153 N. Y. Supp. 164, affd. 217 N. Y. 609, 111 N. E. Rep. 1101 
(moneys deposited by husband to joint account of himself and 
wife, bonds and mortgages taken by husband in joint names of 
himself and wife, and mortgages transferred by him individually 
to himself and herself jointly; not taxable at his death); Mat^ 
ter of Dalsimer, 167 App. Div. 365, 153 N. Y. Supp. 58, affd. 
217 N. Y. 608, 111 N. E. Rep. 1085 (bonds owned by husband, 
re-registered in names of himself and wife as joint tenants; 
not taxable at his death). 

The reasoning upon which this conclusion is reached is as 
follows : 

''The right of survivorship vests in the creation of the joint 
tenancy, and the only question determined by death is which 
shall take the entire estate. Under such circumstances it is 
clear that there is no succession to be taxed, for it was not 
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the creation of the joint tenancy; and it has been 
expressly held that this fact is inunaterial.^® 

There are other decisions, however, holding, in 
substance, that insofar as the decedent confers 
upon his co-tenant an interest in the property 
without a valuable consideration there is a transfer 
intended to take effect at the decedent's death, 
which is taxable when he dies.^^ 

'made in contemplation of the death of the grantor, vendor or 
donor, or intended to take effect in possession or enjoyment at 
or after such death. ' The possession is given upon the creation 
of the estate; the rights are absolutely and conclusively fixed, 
and the only question which is contingent is which of two or 
more joint tenants shall eventually own the entire estate. But 
each is in full possession, each has full ownership as against 
all the world, with the exception of the equal rights of the 
others, and the transfer which becomes fully determined at the 
death of one of two joint owners, relates back to the creation 
of the estate. It was then that the rights vested, and the 
death only determines which shall be the gainer by the trans- 
action.'' Matter of Tilley, 166 App. Div. (N. Y.) 242-243. 

70, Matter of Dalsimer, 167 App. Div. 365, 367, 163 N. Y. 
Supp. 58; affd. 217 N. Y. 608, 111 N. E. Eep. 1085; Matter of 
Graves, 52 Misc. 433, 103 N. Y. Supp. 571; Matter of Stebbins, 
52 Misc. 438, 103 N. Y. Supp. 563. 

71. Matter of Kline, 65 Misc. 446, 121 N. Y. Supp. 1090; 
Supp. 58, affd. 217 N. Y. 608, 111 N. £. Rep. 1085; Matter of 
Reed, 89 Misc. 632, 154 N. Y. Supp. 247; In re Von Bemuth's 
Estate, 143 N. Y. Supp. 672. 

Where the property is money in bank, only so much of it as 
the decedent contributed is taxed at his death. Matter of 
Kline, supra; Matter of Durfee, supra; In re Rosenberg's 
Estate, 114 N. Y. Supp. 726. 
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These decisions leave it at least doubtful whether 
the controlling feature of taxability is the cash 
contribution of the decedent, or the extent of his 
technical legal title. The federal statute apparently 
adopts the former test, and the Bureau has so ruled. 

Where the statute contains specific reference to 
joint interests, questions like the foregoing would 
not arise. In New York it is now provided in the 
case of joint estates or deposits, or estates by the 
entirety, that the right of the surviving tenant 
** shall be deemed a transfer taxable * * * in 
the same manner as though the whole property to 
which such transfer relates belonged absolutely to 
the deceased tenant by the entirety, joint tenant or 
joint depositor and had been bequeathed to the sur- 
viving tenant by the entirety, joint tenant or joint 
tenants, person or persons, by such deceased 
tenant,** etc.''* 

72. Tax Law, Cons. Laws, Chap. 60, Sec. 220, sub-div. 7; 
added by Laws of 1915, Chap. 664. For an application of this 
statute to a joint interest created prior to its passage, see 
Matter of McKelway (221 N. Y. 15, 116 N. E. Rep. 348). In 
this case it was held that only one-half of the property was 
taxable. This result, however, was reached not upon a con- 
struction of the statute, but upon the ground of a constitutional 
limitation upon the right to tax the interest vested throu^out 
in the other joint-tenant. (See 221 N. Y., p. 19.) Where the 
interest was created after the passage of the statute, the entire 
joint interest is taxable. Matter of Dolbeer, 226 N. Y. 623; 
123 N. E. Rep. 381. 
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§ 68. Tenancies by the entirety. 

It has been held that the surviving tenant by the 
entirety does not take any interest under the intes- 
tate laws, and is consequently not taxable under a 
statutory provision relating to interests passing 
thereunder.''* 

(e) APPOINTED PROPERTY. 

§ 69. The statute. 
Subdivision (e) of Sec 402 reads: 

**To the extent of any property passing 
under a general power of appointment exer- 
cised by the decedent (1) by will, or (2) by 
deed executed in contemplation of, or intended 
to take effect in possession or enjoyment at or 
after, his death, except in case of a bona fide 
sale for a fair consideration in money or 
money *s worth. *' 
There is here an express provision requiring the 
inclusion of appointed property in the gross estate 
where the power of appointment is general, and is 
exercised by will, or by deed of the character 

73. Palmer v. Mansfield, 222 Mass. 263, 110 N. E. Rep. 283. 
See also Matter of Elatzl, 216 N. T. 83, 110 N. E. 181. In the 
latter case three judges expressed the opinion that the interest 
of the surviving tenant by the entirety is not taxable. This 
view was apparently shared by three other judges, who ex- 
pressed an opinion in favor of the tax upon the sole ground 
that the estate under consideration was an estate in conunon, 
not by the entirety. A single judge expressed the opinion that 
the interest of a surviving tenant by the entirety is taxable. 
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described. These provisions are applicable 
wherever the decedent died after February 24, 1919. 
The Regulations provide: 

**As a general rule, property passing under 
a general power of appointment must be in- 
cluded in the gross estate of the person exer- 
cising the power (known as the donee, or 
appointor) where the power is exercised by 
will, or by deed executed in contemplation of 
death, or intended to take effect at or after 
death. This general rule applies wherever the 
decedent died after September 8, 1916, although 
the power was created prior to that date.** 
(Art. 30.) 
A tax imposed at the death of the donee of a 
power of appointment upon the passage of prop- 
erty effected through the operation of the power is 
a familiar feature in the inheritance tax statutes of 
the States. Its constitutionality has been upheld 
although the instrument creating the power was 
executed before the passage of the statute imposing 
a tax upon the transfer effected through the opera- 
tion of the power.^* 

74. Orr v. Oilman, 183 U. S. 278; Chanler v. Kelsey, 205 
U. S. 466. 

This is the established rule in spite of the doctrine, expressly 
recognized in the decisions, that the property is deemed to 
pass under the instrument creating the power, in the same 
manner as though the instrument exercising the power had 
been incorporated therein. 
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§ 70. Power most be general 
On this point the language of the statute is dear. 

The Regulations provide: 

**Only property x>&ssing under a general 
power should be included. A general power is 
one to appoint to any person or persons in the 
discretion of the donee. Where the donee is 
required to appoint to a specified person or 
class of persons, the proi)erty should not be 
included in his gross estate. Property ap- 
pointed under a general power should be in- 
cluded in the estate of the appointor, although 
the persons to whom the appointment was made 
would have taken the property had the power 
not been exercised. A copy of the instrument 
granting the power should be filed with Form 
706 in all cases in order that the Bureau may 
determine whether the power is general or 
special." (Art. 30.) 

§ 71. Powers exerdaed prior to Februaxy 24, 1919. 

Where the power is exercised prior to February 
24, 1919, and the case is consequently governed by 
the Eevenue Act of 1916, the question of taxability 
is a serious one, since the provision as to appointed 
property in the Revenue Act of 1918 is not found in 
the earlier statute. The history of the Bureau 
rulings upon this subject is as follows : 

On April 7, 1917, Treasury Decision 2477 was 
promulgated. It reads as follows : 
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**It is held that where a decedent exercises 
a general power of appointment as donee under 
the will of a prior decedent the property so 
jmssing is a portion of the gross estate of the 
decedent appointor. See Brandies v. Cochrane, 
112 U. S. 344, 352; Olney v. Balch, 154 Mass. 
318; Clapp v. Ingraham, 126 Mass. 200; Rogers 
V. Hinton, 62 N. C. 101; Tompson v. Towne, 2 
Vem. 319; Bainton v. Ward, 2 Atk. 172. 

**When property is transferred by a special 
or limited power of appointment, the question 
of taxability will dei)end upon the terms of the 
instrument by which the donee of the power — 
the appointor — acts. The facts in every such 
case should be reported fully to the commis- 
sioner in order that decision as to tax liability 
maybe made.*' 
The cases here cited lay down the rule, originat- 
ing in the Chancery Courts of England, and obtain- 
ing in certain of the States, that the creditors of the 
donee of a general power of appointment have 
rights superior to those of the persons who would 
otherwise take under the exercise of the power. 

Treasury Decision 2477 does not refer to the 
statute; but the only applicable portion of the 
Eevenue Act of 1916 is Section 202 (a), relating to 
an interest of the decedent at the time of his death 
** which after his death is subject to the payment of 
the charges against his estate and the expenses of 
its administration and is subject to distribution as 
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part of his estate.'* The theory of the Treasury 
Decision evidently is, that the fact that the creditors 
of an appointor may resort to the appointed prop- 
erty, is, of itself, sufficient to bring the case within 
the statute, whether or not the property is subject 
to the pajment of administration expenses, or to 
distribution as part of the estate of the appointor. 
That is, the word **and'* in the statute receives a 
disjunctive, rather than a conjunctive, construc- 
tion.''** The ruling is carried into the Regulations 
of May, 1917, which provide that ** Property passing 
under a general power of appointment is to be in- 
cluded as a portion of the gross estate of a decedent 
appointor.*' ^* 

§ 72. Same— Later rulings. 

Even, however, if the language of Section 202 (a) 
of the Revenue Act of 1916 be construed disjunc- 
tively, the statute would not embrace a case in 
which, under the local law, the creditors of the 
donee of the power do not possess rights superior 
to those of the appointees; to a case, that is, in 
which the rule laid down by the authorities cited in 
Treasury Decision 2477 does not obtain in the local 
jurisdiction. In such a case the property would not 
be subject to the payment of the charges against 

76. Wliile the word may doubtless be construed disjunctively^ 
in order to effectuate the plain meaning, that is not the natural 
construction. 

76. Regulations No. 37, Revised May, 1917, Art. XL 
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the estate of the appointor, or the expense of admin- 
istering his estate; nor would it be subject to dis- 
tribution as part of his estate.^ 

These principles are recognized in the Regula- 
tions, which provide: 

** Where the decedent died between September 
8, 1916, and February 25, 1919, the taxability 
of the transfer depends upon whether the prop- 
erty was subject to the claims of the creditors 
of the appointor, in preference to the i)erson 
or persons in whose favor the power was exer- 
cised. The general rule is, that the property is 
so subject; and it should consequently be in- 
cluded in the gross estate unless this rule has 
been abrogated in the State whose laws deter- 
mine the nature and effect of the transfer. All 
such transfers should be disclosed to the 
Bureau in order that it may pass upon the 
question of taxability.'* (Art. 31.) 

77. There is certainly no principle upon which the property 
could be subject to the administration expenses of the estate 
of the appointor; nor would it be "subject to distribution'' 
as part of his estate. It is a familiar rule that the appointed 
property is deemed to pass under the instrument creating the 
power, not under that by which it is exercised. This rule has 
been applied to questions arising under inheritance tax statutes. 
See Emmons v. Shaw, 171 Mass. 410, 50 N. E. Rep. 1033; In re 
Harbeck, 161 N. T. 211, 55 N. E. Rep. 850; Commonwealth v. 
Williams, 13 Pa. St. 29; Winn v. Schenck, 33 Ey. Law. Rep. 
615, 110 S. W. Rep. 827. 
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§ 73. Same— Spedflc cases. 

In accordance with these principles, appointed 
property is excluded from the gross estate, in cases 
arising under the Revenue Act of 1916, in New York 
and Maryland, under the laws of which the rights of 
the appointee are superior to those of the creditors 
of the appointor.^* 

§ 74. Same— Court dedsious— Rule in Pennsyl- 
vania. 

The Circuit Court of Appeals for the Third 
Circuit has held that under the laws of Pennsyl- 
vania the donee of the power has no interest in the 
appointed property which is subject to his debts or 
to distribution as part of his estate, and conse- 
quently that such property should not be included in 
the gross estate of the donee — appointor in cases 
arising under the Revenue Act of 1916.^* 

The l^ureau has yielded to the authority of this 
decision, stating that **it is accepted by the Treas- 

78. See Catting v. Catting, 86 N. Y. 522; Balls v. Dampman, 
69 Md. 390. As to the rale in Pennsylvania and Illinois, see 
infra, pp. 77-9. 

79. Ledeier v. Pearce, 266 Fed. Rep. 497, affg. 262 Fed. Rep. 
993. 

There can be little doabt that under the laws of Pennsyl- 
vania the appointees have rights superior to those of the 
creditors of the i4)pointor. Commonwealth v. Doffield, 12 Pa. 
St. 277; Conunonwealth v. Williams, 13 Pa. St. 29; In re 
Donglison's Estate, 201 Pa. St. 592, 51 Atl. Rep. 356; In re 
King's Estate, 14 Wkly. Notes 77; In re Swaby's Appeal, 14 
Wkly. Notes 553. 
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ury Department as to all cases arising under Title 
II of the revenue act of 1916 in which the construc- 
tion and effect of the power of appointment and 
the rights of the purposes thereunder are governed 
by the laws of Pennsylvania;^' and that **in such 
cases the appointed property will not be included 
in the gross estate of the decedent exercising the 
power/ '^•^ 

§ 75. Same— Decisioiui in Illinois and Ohio. 

The Court of Claims has held, as a general propo- 
sition, in a case arising in Illinois, that appointed 
property is not taxable under the Revenue Act of 
1916,®® A similar decision has been made in Ohio, 
holding that property passing under a general 
power of appointment exercised by a resident of 
that State should not be included in his gross 
estate.8®» 

79a. Treasury Decision 3088 (Oct. 3, 1920), amending Treas- 
ury Decision 2477. See pp. 351-2. 

80. Field v. United States; Court of Claims, June 7, 1920. 
The gist of the reasoning is as follows : 

"It is a cardinal rule that statutes imposing taxes upon the ^ 
citizen must be construed in favor of the taxpayer. The intent 
of Congress to impose a tax upon any specific property or 
estate should be expressed in clear and unambiguous language. 
• • • In th^ Act of 1916 there is no provision for taxing 
property passing under a general power of appointment exer- 
cised by a decedent by will, nor is it possible by a fair or 
reasonable construction to include appointed property in the 
property mentioned in paragraph (a) of Section 202 of the 
Act.'' 

80a. Ebersole v. McGrath, U. S. Dist. Court, Southern Dist. 
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If the Bureau yields to the authority of these de- 
cisions, there will be no further effort to tax ap- 
pointed property where the decedent died prior to 
February 25, 1919. Upon the reasoning of these de- 
cisions, it is immaterial whether the State law which 
governs the case does or does not recognize rights 
of the creditors of the donee of the power superior 
to those of the appointee. 

(f) INSURANCE. 

§ 76. The statute. 
Subdivision (f) of Section 402 reads: 

**To the extent of the amount receivable by 
the executor as insurance under policies taken 
out by the decedent upon his own life; and to 
the extent of the excess over $40,000 of the 
amount receivable by all other beneficiaries as 
insurance xmder policies taken out by the dece- 
dent upon his own life.'' 
The Regulations provide: 

**The statute provides for the inclusion in 

of Ohio, Peck, J.; not yet reported. The elaborate opinion in 
this case holds, in substance, that, although such property is 
assets of the decedent for certain purposes, it will not be held 
to be a ''parf of his estate within the meaning of a taxing 
statute which does not expressly so specify. It is also held 
that there is no "transfer" of the property, within the mean- 
ing of the provision as to transfers in the decedent's lifetime. 
The court refers to the decision in Lederer v. Pearce (supra), 
but holds that it is not directly in point, since the laws of Ohio 
do not, like those of Pennsylvania, repudiate the rights of the 
ereditors of the appointor. 
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the gross estate of certain forms of insurance 
taken out by the decedent upon his own life. 
Two kinds of insurance are taxable: (a) all 
insurance payable to the estate; (b) insurance 
payable to individual beneficiaries to the extent 
that it exceeds $40,000. The term * insurance' 
refers to life insurance of every description, 
including death benefits paid by fraternal 
beneficial societies, operating under the lodge 
system. '* (Art. 32.)" 

§ 77. Payment of premiomA. 
The Regulations provide: 

** Insurance is deemed to be taken out by the 
decedent in HU cases where he pays the 
premiums, either directly or indirectly, whether 
or not he makes the application. On the other 
hand, the insurance should not be included in 
the gross estate, even though the application is 
made by the decedent, where the premiums are 
actually paid by some other person or corpora- 
tion, and not out of funds belonging to, or 
advanced by, the decedent. Where the decedent 
takes out insurance in favor of another person 
or corporation, as collateral security for a loan 
or other accommodation, and the decedent, 
either directly or indirectly, pays the premiums 

81. The provision as to insurance is not contained in the 
earlier statutes. Insurance payable to the estate, however, 
was included in the gross estate under the Revenue Act of 
1916. The Regulations of May, 1917, provide: "Insurance 
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thereon, the insarance must be considered in 
determining whether there is an excess over 
$40,000. Where the decedent assigns a policy, 
and retains no interest therein, and thereafter 
pays no x>art of the premiums, the insurance 
will not be considered in determining whether 
there is such a taxable excess.'' (Art. 32.) 

§ 78. Insuraiioe in favor of the estate. 
The Regulations provide: 

**The provision requiring the inclusion in the 
gross estate of all insurance receivable by the 
executor, without any deduction, applies to 
policies made payable to the decedent's estate 
or his executor or administrator, and all in- 
surance, regardless of the manner of execution, 
which is in fact receivable by the estate, or 
which must be used to j)ay charges against the 
estate or the expenses of administration. This 
provision includes insurance taken out to pro- 
vide funds to meet the estate tax, state inheri- 
tance taxes, or any other legal charge upon the 
estate. The manner in which the policy is 

passing to the estate is to be returned on Form 706. If the 
contract of insurance has named a definite beneficiary and 
the insurance is paid directly to such beneficiary it is not a 
part of the gross estate. '' Regulations No. 37, Revised, May, 
1917, Art. X. 

The ruling including insurance payable to the estate was 
even applied where, under the local law, the insurance was not 
subject to the payment of the decedent's debts. 
6 
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drawn is immaterial so long as there is an 
obligation, legally binding upon the bei^eficiary, 
to use the proceeds in payment of the charge.*' 
(Art 33.) 

§ 79. Same— Rule nnder Sevenne Act of 1916. 

The Eevenue Act of 1916 did not, like the present 
statute, contain an express provision for the inclu- 
sion of insurance payable to the estate. But it was 
nevertheless ruled that, ** Insurance passing to the 
estate is to be returned on Form 706. '*" It was 
further provided, however, that, 

^^If the contract of insurance has named a 

definite beneficiary and the insurance is paid 

directly to such beneficiary it is not a part of 

the gross estate. '*•• 

It was held, however, that individual insurance 

would be taxable if the transfer to the beneficiary 

was made in contemplation of death. The former 

Regulations provided: 

**If insurance which by the terms of the con- 
tract is payable to the executor, is transferred 
to another beneficiary or trustees for another 
beneficiary, and the transfer is made in con- 
templation of death, the value of such insur- 
ance is taxable under the provisions of para- 
graph (b). Section 202.''" 

82. Regulations No. 37, Revised, May, 1917, Art. X. 

83. R^olations No. 37, Revised, May, 1917, Art. X. 

84. Regulations No. 37, Revised, May, 1917, Art. X. 
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§ 80. Individual insnrance. 
The Begolations provide: 

**The estate is entitled to only one exemption 
of $40,000 upon insurance payable to bene- 
ficiaries other than the executor. For example, 
if the decedent left life insurance payable to 
three persons in amounts of $10,000, $40,000, 
and $50,000 (total, $100,000), the amount of 
$60,000 should be returned for taxation, which 
is the excess of the sum of the three policies 
over the exempted amount. The word * bene- 
ficiary,' as used in reference to the $40,000 
exemption, means a person entitled to the 
actual enjoyment of the insurance money.'' 
(Art. 34.) 

§ 81. What is individual insurance? 

Certain policies considered have presented un- 
usual features. In one case the decedent deposited 
$100,000 with an insurance company, under a con- 
tract to pay him an annuity of $10,000, and, in case 
he should die before the annuity payments amounted 
to $100,000, to pay the excess to a designated per- 
son. It was ruled that the pa3nnent thus made to 
such beneficiary constituted individual insurance; 
and that, if in excess of $40,000, such excess should 
be included in the gross estate.®** 

In another case the decedent took out a policy for 
$100,000, under an agreement that at his death the 

85. The case, of course, arose under the Revenue Act of 
1918, wherein individnal insurance is taxable in certain cases. 
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income should be paid to his widow, and at her 
death to his son, the principal, at the death of the 
son, to be paid to his estate. It was ruled that the 
whole policy constituted individual insurance, as 
much as though the entire sum had been payable to 
a spedfied individual at the decedent's death; and 
consequently that $60,000, the excess over $40,000, 
should be included in the gross estate.^^ 

Where a policy is payable to the decedent's 
executors, administrators or assigns, or to such 
beneficiary as he may designate, and contempor- 
aneously with the execution of the policy the insurer 
appoints the insurance company as trustee to re- 
ceive the proceeds and apply them to the use of 
designated persons, and the company accepts the 
trust and agrees to apply the money in the manner 
specified, the insurance is held to be individual in- 
surance, not insurance payable to the estate, and 
consequently not taxable under the Revenue Act of 
1916. 

§ 82. Beservation by insured of right to change 
beneficiary. 
Where the insured reserves the absolute right to 
change the beneficiary, it has been held that the 
policy constitutes part of his estate, and should con- 
sequently be included in the gross estate.*^ 

86. The case arose under the Revenue Act of 1918. 

87. Gaither v. Miles, U. S. Dist. Ct., Dist. of Md., Rose, D. J. 
For this proposition the court cites Cohen v. Samuels (245 U. S. 
60), holding that a policy of this character comes within the 
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§ 83. War risk insurance— No exemption of. 

The question has arisen as to whether policies 
issued by the Bureau of War Risk Insurance should 
be included in the gross estate, in view of the statu- 
tory provision that such insurance ** shall be exempt 
from all taxation.*'** It is ruled, however, that the 
exemption is merely from property taxes, and does 
not include a tax upon the transfer of the net estate 
at death, measured with reference to such prop- 
erty.** 

§ 81 Effectiye date of insurance provisions. 

The Regulations provide : 

** Insurance receivable by the executor must 
be included in the gross estate of all decedents 
who died after September 8, 1916. Insurance 
payable to beneficiaries other than the executor, 
however, need not be included in the gross 
estate of decedents who died before February 
25, 1919, the effective date of the Revenue Act 
of 1918, unless the insurance was originally 

terms of Sec. 70-a of the Bankruptcy Act. The latter contains 
special references to powers which the bankrupt may exercise 
for his own benefit, and to insurance policies having a cash 
surrender value. The decision in Gaither v. Miles is not based 
upon the express provisions relating to insurance in the present 
statute. The case was decided under the Revenue Act of 1916. 

88. U. S. Compiled Statutes, Supplement, 1919, Vol. 1, Sec. 
514nnn^. 

89. As to which see Plummer v. Coler, 178 U. S. 115; Orr v. 
Oilman, 183 U. S. 278; Strode v. Commonwealth, 52 Pa. St. 
181; Commonwealth v. Herman, 16 Weekly Notes of Cases 
(Pa.) 210; Lovitt v. Attorney General, 33 Can. Sup. Ct. 350. 
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payable to the estate, and was transferred by 
the decedent to specific beneficiaries in con- 
templation of death.'' (Art. 35.) 

KOKBESIDBNT ESTATES 

§ 85. Local situs of property— Stock and insurance. 

In the case of the estates of nonresidents it is 
necessary, in order that property be included in the 
gross estate, that it be ** situated in the United 
States.'' (Sec. 403.)*^ Thus, in addition to the 
other specified requirements, the situs of the prop- 
erty must be kept in mi9d. The principal questions 
arise with reference to personal property and choses 
in action. The Regulations provide: **The situs of 
property, both real and personal, for the purpose of 
the tax is its actual situs." (Art. 60.) 

The statute contains the following express pro- 
vision with reference to domestic stock and insur- 
ance : 

**For the purpose of this title stock in a 
domestic corporation owned and held by a non- 
resident decedent, and the amount receivable as 
insurance upon the life of a nonresident dece- 
dent where the insurer is a domestic corpora- 
tion, shall be deemed property within the 
United States." (Section 403.) 

§ 86. Bight of transfer agent to transfer stock. 

The subject of the transfer of stock belonging to 
the estate of a nonresident decedent has caused con- 

90. The statute provides that where the decedent has made 
in his lifetime a taxable transfer of property, such property 
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siderable trouble. The present Begulations contain 
nothing on the point; but it has been the subject of 
previous rulings. 

Treasury Decision 2421 (Dec. 22, 1916) provides 
that **tax payment will be required of the repre- 
sentatives*^ out of the property in their charge if 
payment has not been made before the due date by 
the executor or administrator. '^ Treasury Decision 
2454 (Feb. 28, 1917) provides: '*The transfer shall 
not be effected or the stock or bonds released to the 
foreign administrator or executor or the succeeding 
beneficiary until the transfer agent shall have been 
fully assured either that the tax due has been paid 
or that ancillary letters have been taken out in this 
country or provision otherwise made for the satis- 
faction of the tax lien against the estate.'' 

These rulings, however, were subsequently modi- 
fied. Treasury Decision 2490 (May 14, 1917) pro- 
vides that the transfer agent shall give the 30-day 
notice** in all cases where the decedent is a non- 
resident, and a local executor has not been ap- 
pointed; but adds: '^If this notice be filed as 
required either within 30 days from death or inune- 
diately upon receipt of the order for transfer or 

''shaU be deemed to be situated in the United States, if so 
situated either at the time of the transfer or the creation of 
the trust, or at the time of the decedent's death/' (Sec. 403.) 

91. Previous language shows that this term was intended to 
include transfer agents. 

92. Now a 60-day notice. The ruling was made under the 
Revenue Act of 1916. 



Digitized by 



Google 



88 FEDERAL ESTATE TAX. 

Specific cases of personal property. 

payment, the transfer or payment need not he post- 
poned/^^ It is added, however, that, if the tax is 
not paid when due, proceedings will be brought** 
**for the sale of the property and the satisfaction of 
the tax/' 

The revision of 1921, however, renews the orig- 
inal policy of forbidding the transfer of stock until 
the tax has been either paid or secured, and con- 
tains detailed provisions for the ascertainment of 
the tax, and the payment thereof or the giving of 
security therefor.*' 

§ 87. Same— Specific cases of personal property. 

The Regulations provide: 

** Bonds actually situated in the United 
States, moneys on deposit with domestic banks 
and moneys due on open accounts by domestic 
debtors constitute property subject to tax." 
(Art. 60.)*« 

95. A subsequent Treasury Decision (2708, April 25, 1918), 
provides another method with reference to the transfer of 
stock. It is somewhat complicated and has been used very 
tittle. 

94. Under Sec. 208 of the Revenue Act of 1916; Sec. 408 of 
the present statute. 

96. See Article 75-A (infra, p. ). 

Similar problems have arisen with reference to the payment 
of insurance; and this subject also is covered by a new provi- 
sion, preventing payment to anyone other than a domestic 
executor without a bond or deposit to secure the tax (see infra, 
p. ). 

96. There are numerous authorities in both the federal and 
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§ 88. Same— Property used in British War Loan. 

During the late * war the British Government 
adopted a policy of requesting its citizens to make 
a deposit of securities, which it then used as col- 
lateral for loans. In this way much property, 
formerly owned by British citizens, was sent to this 
country, and was found here at the death of the 
owner. The Bureau has ruled that the ownership 
of this property continued in the depositor, and that 
the estate is consequently subject to tax with refer- 
ence to such property when situated in this country 
at the time of the death. This ruling subjects to tax 
the transfer of stock of domestic corporations 
owned by British citizens, deposited with the British 
Treasury, transferred to this country to be 
hypothecated, and found here at the death of the 
owner.*^ 

A different ruling, however, has been made with 
reference to bonds. Their situs in this country is 

state eonrts supporting these rulings. See Blaekstone ' y. 
Miller, 188 IT. S. 189; Liverpool ft London ft Globe Ins. Co. 
V. Board of Assessors, 221 U. S. 346; People v. Griffith, 245 
Bl. 532, 92 N. E. Rep. 313; State ▼. Dalrymple, 70 Md. 294, 
17 AtL Rep. 82; Callahan v. Woodbridge, 171 Mass. 595, 51 
N. E. Rep. 176; In re Romaine's Estate, 127 N. Y. 80, 27 N. B. 
Rep. 759; In re Whiting's Estate, 150 N. Y. 27, 44 N. B. Rep. 
715; In re Hondayer's Estate, 150 N. Y. 37, 44 N. B. Rep. 718; 
In re Daly's Estate, 100 App. Div. (N. Y.) 373, 91 N. Y. Supp. 
868, affd. 182 N. Y. 524, 74 N. E. Rep. 1116; Alvany v. PoweU, 
55 N. C. 51. 

97. Treasury Decision 2772, Nov. 8, 1918. The securities in 
such cases are ordinarily included at their fuU value, although 
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not fixed, like that of stock in domestic corporations, 
but depends npon the actual presence of the prop- 
erty. While bonds sent to this country by the 
British Government under the circumstances speci- 
fied, and remaining here, have an actual location in 
the United States at the date of the death, it is 
nevertheless ruled that they have not such a situs 
as to subject them to the estate tax. The British 
Government does not act as the agent of the owner, 
but in its governmental capacity. The owner never 
placed the property within the jurisdiction of this 
country, or sought the protection of its laws. A 
location obtained in this way, with the bare consent 
of the owner, but through no action of his or any 
agent of his, is held not to satisfy the requirements 
of the statute; and it is accordingly ruled that 
bonds, whether of domestic or foreign corporations, 
deposited with the British Government and sent 
here to be hypothecated, form no part of the gross 
estate of the nonresident owner. And this ruling 
has been extended to cases in which securities were 
originally sent to this country by the owner to par- 
ticipate in a reorganization, and the substituted 
securities were detained in this country by the 
British Government and here hyi)othecated, for 
which reason alone they were found in the United 
States at the death of the owner. 

the British €k)vemment, in pursuance of powers granted to it, 
pledged them for loans — the reason being that the Gbvemment 
agrees to restore the securities at the termination of the loan, 
and that its agreement gives f uU value to the property. 



Digitized by 



Google 



GROSS ESTATE. 91 



Foreign checks — Insurance. 



§ 89. Foreign checks. 

The case has been presented of checks purchased 
by a nonresident decedent, drawn by foreign banks 
upon banks in this country, but not presented for 
certification or payment until after the death of tho 
decedent. Since the mere drawing of a check, prior 
to certification or payment, does not result in an 
equitable assignment of the money to the holder, 
it is ruled that the money represented by the checks 
in such a case has no situs in this country at the 
time of the death, and that nothing should be in- 
cluded in the gross estate by reason thereof. 

§ 90. Insurance. 

The statute requires the inclusion in the gross 
estate of '^the amount receivable as insurance upon 
the life of a nonresident decedent where the insurer 
is a domestic corporation.'' (Sec. 403.) The Regu- 
lations provide: 

** Where insurance is payable to the estate, 
all insurance in demestic companies should be 
included in the gross estate. Where insurance 
is payable to individuals other than the execu- 
tor, there should be included in the gross estate 
only the excess of domestic insurance over the 
sum of $40,000. Foreign insurance is not con- 
sidered. 

** Example: The testator leaves $30,000 of in- 
surance in domestic companies and $30,000 of 
insurance in foreign companies, payable in each 
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case to individual beneficiaries. As the domes- 
tic insnrance does not exceed $40,000, there is 
nothing to be included in the gross estate. 

^'Example: The testator leaves $50,000 of in- 
surance in domestic companies and $50,000 of 
insurance in foreign companies, payable in each 
case to individual beneficiaries. There should 
be included in the gross estate $10,000 being the 
excess of the domestic insurance over $40,000.'' 
(Art. 60.) 

§ 91. Policies issued in foreign country. 

The statute provides for the inclusion, without ex- 
ception, of all insurance taken out with domestic 
companies. It is accordingly ruled that such insur- 
ance must be included in the gross estate, although 
the policy was. issued in a foreign country to a non- 
resident, and provision was made for its payment out 
of funds kept on deposit in such foreign country, as 
required by its laws.'* 

98. The constitutional power of Congress to tax the transfer 
of such insurance may, perhaps, be a serious question. It has, 
however, plainly attempted to do so; and the Bureau seldom, 
if ever, permits its enforcement of the statute to be affected by 
constitutional questions prior to the decision thereof by the 
courts. 

In the absence of explicit language in the statute, it seems 
clear that insurance of this character would be held not sub- 
ject to tax in the jurisdiction in which the company was 
chartered. See Matter of Gordon, 186 N. Y. 471; 79 N. B. Rep. 
722. 
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§ 92. Time for determining value. 

The statute provides explicitly that the value of 
the property included in the gross estate is its 
"value at the time of his (the decedent's) death/' 
(Sec. 402.) This is the general rule. The Regula- 
tions provide: 

**The value at which property included in the 
gross estate is to be returned for tax piuposes 
is the value at the time of the decedent's death. 
Neither depreciation nor appreciation in value 
subseguent to the date of death is considered." 
(Art. U.y 

§ 93. Market or sale value. 
The Regulations provide: 

"The value to be ascertained is the market, 
or sale, value of the property. The highest 
price obtainable for the property within a rea- 
sonable period of the decedent's death is the 
value to be included." (Art. 14.) 

1. This ruling was anticipated in Treasury Decision 2406 
(Dec. 2f 1916), which provided that ''the gross estate of a 
decedent must be based upon the value of the property at the 
time of decedent's death, and income earned after death and 
appreciation in values during administration shall not be re- 
turned for estate tax/' 

[93] 
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Tests of sales— Seal estate. 

§ 94. Tests of sales. 
The Begnlations provide: 

**A sale of the property, however, in order to 
be accepted as the criterion of value, must be 
made in such manner as to insure the best price 
obtainable under existing circumstances. This 
requires (a) that the sale be made as a matter 
of business, and not merely in order to estab- 
lish value; (b) that it be made in absolute good 
faith, with a view to realizing as high a price 
as possible; and (c) that reasonable care and 
skill be exercised to obtain such price. If one 
method brings better results than another, the 
better method must be employed. 

**For example, if individual sales of property 
are better adapted to procure a good price than 
auction sales, the price obtained at an auction 
sale will be accepted only after reasonable effort 
to find individual purchasers has been made.'' 
(Art. 14.) 

I 95. Real estate. 
The Begnlations provide: 

** Where real property has been sold, the 
amount received will be taken as its value pro- 
vided the sale was made within a reasonable 
period of the decedent's death, and in such man- 
ner as to insure the highest possible price. 
Where no sale has been made, the criterion of 
value is the best price which could have been ob- 
tained within a reasonable period of the deced- 
ent 's death." (Art. 15, par. [1]). 
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Auction sales — ^Assessed valuation — Stocks and bonds. 

§ 96. Same— Auction sales. 
The Begnlations provide: 

'^The amount brought at an auction sale 
should be considered, but will be accepted only 
if it appears that there was no available method 
of obtaining a higher price. *' (Art. 15, par. 
[1]). 

§ 97. Same— Assessed valuation. 
The Regulations provide: 

**The assessed valuation of the property 
should be considered, but is not conclusive.'^ 
(Art. 15, par. [1]). 

§ 98. Stocks and bonds^When listed. 

The Regulations provide: 

'^The value of stocks and bonds listed upon a 
stock exchange should be obtained by taking 
the mean between the highest and the lowest 
sale price upon the day of death,* provided the 
sales were made in the regular course of busi- 
ness, and not for the special purpose of estab- 
lishing value. If there were no sales upon the 
date of death, the price nearest to that date, and 
within a reasonable period thereof, either before 

2. Before the promulgation of the present Regulations 
(Augast 8, 1919) the rale obtained of including listed stocks 
at the highest market quotation on the date of the death. It 
would be difficult to assign a reason why the highest figure should 
be taken rather than the lowest. The present rule seems the 
most equitable. 
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or after death, should be taken. Such sale price 
obtains irrespective of the number of shares 
held by the estate.' If the security was listed 
upon more than one exchange, the records of 
the exchange where the security is principally 
dealt in should be employed. If the decedent 
died on Sunday or a legal holiday, the business 
of the previous day will govern. '* (Art. 15, 
par. [2]). 

§ 99. Same— Unlisted securities. 
The Begulations provide: 

^^If the stock is not listed upon an exchange, 
but is dealt in actively by brokers or has other 
active market, the latest sale price prior to the 
day of death will govern. '^ (Art. 15, par [2]). 

§ 100. Same — Stock of dose corporations. 

The Begulations provide: 

**If there is no active market for the stock and 
no sales of it have been within a reasonable 
period of the decedent's death, and in particular 
where it is dosely held (stock of a * close cor- 
poration'), return should be made upon the 
basis of the value of the stock, as evidenced by 
the clear value of the excess of the assets of the 
corporation over its liabilities, and its earning 

S. As tending to support this rule, see Walker v. People, 
192 m. 106, 61 N. E. Rep. 4S9; Matter of Gonld, 19 App. Div. 
362, 46 N. T. Supp. 506, 156 N. T. 423, 51 N. E. Rep. 287. 
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Pledged securities. 

capacity for the five years preceding the death 
of the decedent. Where the earnings of the 
corporation have been greater than a fair return 
on its invested capital, computed according to 
the nature of the business, and where the busi- 
ness is a going business, there should be added 
to the net value of the other assets of the busi- 
ness the value of the good will, computed in ac- 
cordance with sound accounting principles. 
Where the earnings of the corporation have been 
less than a fair return on the invested capital, 
if the difference is material and the decreased 
earnings affect value, the net worth of the cor- 
poration as disclosed by its balance sheet may 
be adjusted on a reasonable basis to allow for 
this decreased value. In all cases where stock 
of this character forms a principal asset, there 
should be submitted with the return. Form 706, 
a copy of the balance sheets for the five preced- 
ing years, and of the balance sheet on the day 
of death or the nearest date thereto, together 
with a statement of the net earnings of the in- 
vested capital for the preceding five years. *' 
(Art. 15, par. [2]). 

§ 101. Pledged securities. 
The Itegulations provide: 

**The full value of securities pledged to secure 
a loan should be included in the gross estate. 
If the decedent had a trading account with a 
broker, all securities belonging to the decedent 

7 
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Promissory notes — Computation of interest. 

held by the broker at the date of death must be 
included at their market value on that date. 
Securities purchased on margin for the deced- 
ent 's account and held by the broker should 
also be returned at their market value on the 
day of death. The amount of the decedent's in- 
debtedness to the broker will be allowed as a 
deduction from the gross estate.'' (Art. 15, 
par. [2]). 

102. Promissory notes. 
The Regulations provide: 

** Notes, whether secured or unsecured, will 
be presumed to be worth their full face value, 
plus accrued interest to the date of decedent's 
death, unless the executor establishes the right 
to return them at a lower valuation. • • • 
In the case of an unsecured note it must be 
shown by satisfactory evidence, in order to 
justify failure to include it, that the note is un- 
collectible, either in whole or in part, from the 
maker or other parties to the note, on account 
of the insolvency of the parties thereto, or other 
cause. Where the note is secured it must also 
be shown that the security is insufficient to 
satisfy it." (Art. 15, par. [3]). 

103. Same— Computation of interest. 
The Regulations provide: 

'^Interest should be computed upon the basis 
of 365 days to the year." (Art. 15, par. [3]). 
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Computation of bond interest — Outlawed notes. 

This rule, however, is not of unvarjdng applica- 
tion, but may be affected by the local law. Where, 
for instance, a State statute provides* that in the 
computation of interest for a period of less than one 
year the computation should be made upon the basis 
of 360 days to the year, this rule is adopted by the 
Bureau, since, as a practical matter, the value of the 
notes is affected by the rule of the statute.* 

§ 104. Same — Oompntation of bond interest. 

The Begulations do not contain an express provi- 
sion as to computing the interest on bonds; but 
probably the same rule would ordinarily apply as in 
the case of notes. That is, interest would be com- 
puted upon the basis of 365 days to the year. Where 
it appears, however, that the custom obtaining in 
the sale of bonds is to add to the quotation value of 
the bond interest computed upon the basis of 360 
days to the year, this method is adopted by the 
Bureau for the reason that the market value of the 
bond is determined in the manner specified. 

§ 105. Notes apparently barred by statute of limita- 
tions. 
The Begulations provide: 

** Where a note appears to be barred by the 
statute of limitations its value must be included 
in the gross estate in the absence of proof that 

4. As in California, see Civil Code of Cal., Sec 1917. 

5. For a similar role as to bonds, see infra, See. 104. 
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Cash on deposit. 

the liability has not revived by promise to pay 

or part payment, and also that the parties liable 

refuse to pay the debt and intend to assert the 

defense/' (Art. 15, par. [3]). 

This ruling is evidently based upon the generally 

established doctrine that the running of the statute 

does not affect the existence of the liability, but is 

merely a defence which may be waived, and which, 

if waived, does not stand in the way of enforcement. 

§ 106. Oash on deposit. 
The Regulations provide: 

**Bank deposits should be returned at the 

amount for which the bank would be liable if 

the deposit were withdrawn upon the date of 

the decedents' death. Interest which the bank 

agreed to pay upon condition that the money 

remain on deposit after the death should not be 

included." (Art. 15, par. [4]). 

There will be included in the gross estate of the 

decedent not only money standing in his name, but 

his interest in a bank balance standing in the name 

of another nonresident who predeceased him, and 

this although no administration has been taken out 

upon the estate of the latter decedent.* 

d. See Gleason & Otis on Inheritance Taxation, 2d Ed^ p. 29 : 
''The right of the State to the tax is coincident with the 
devolution of title or interest, and the right of the State to 
exact a tax, as well as the obligation of the transferee to pay 
it, depend not upon a formal, complete and immediate change 
of title or possession, but upon the instant right to a bene- 
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§ 107. Interest in business — Original and present 
rule. 

The Regulations of 1919 provide: 

'*Care should be taken to arrive at an accurate 
valuation of any business in which the decedent 
was interested, whether as partner or proprie- 
tor. The executor should not return the interest 
at its book value unless he is satisfied that the 
accounts of the business are kept upon a scien- 
tific basis. A fair appraisal as of the date of 
death should be made of all the assets of the 
business, tangible and intangible. * * * The 
business should be given a net worth equal to 
the amount a financially competent buyer, 
whether an invididual or corporation, might be 
expected to pay at a normal sale in view of the 
net value of the assets and th^ demonstrated 
earning capacity.*^ (Art. 15, par. [5]). 

§ 108. Same— Ck)od will— Original contract Umiting 
right of partner. 
The Regulations of 1919 further provide : 

^^ Special attention should be given to fixing 
an adequate figure for the value of the good will 
of the business in all cases in which the decedent 
had an interest in the good will which passed to 
his estate. Where the original copartnership 
articles, or a renewal thereof, provide that the 

fieial share or interest subject only to the due administration 
of the estate." Citing Matter of Ramsdill, 190 N. Y. 492, 83 
M. K Rep. 684; Kingsbury v. Chapin, 196 Mass. 533, 82 N. E. 
Rep. 700. 
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€k>od will — Original contract limiting right of partner. 

value of the interest of a deceased partner shall 
be determined without reference to good will, 
but that the surviving partners shall take the en- 
tire good willy nothing is to be included in the 
estate of the deceased partner on account of good 
will. Where, however, the deceased partner 
makes a gift of his interest in the good will to 
the surviving partners, to take effect upon his 
death, the value of such interest should be in- 
cluded in the decedent's gross estate. Such a 
gift exists where the only consideration for the 
surrender of the good will at death consists of 
similar promises by the other partners.'' (Art. 
15, par. [5]). 
Where the copartnership articles provide for the 
acquisition of the interest of a deceased partner, 
without allowance tbr good will, the substance of the 
arrangement is, that the deceased partner acquired 
only a life estate in the good will; and such an in- 
terest, terminating upon the life of the decedent, fur- 
nishes nothing that can be included in his gross 
estate.'' There is State authority that under these 
circumstances the good will is not subject to in- 
heritance tax.* 

Where, on the other hand, a partner is vested with 
his share in the good will, and surrenders it to the 
surviving partners, there is a gift intended to take 
effect at death; and there is authority that the dona- 
tive character of the transaction is not changed by 

7. See supra, p. 22. 

8. In re Borden's Estate, 159 N. T. Supp. 346, 348. 
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Patents, ete. — ^Accounts receivable, etc. 

the fact that the other partners make similar en- 
gagements.* 

The revision of 1921, however, makes material 
changes ; and it is not clear to what extent the above 
rules are still in force. (See infra, p. 395.) 

§ 109. Patents, trade marks and copyrights. 
The Begolations provide: 

'^The basis for valuation of intangible assets 
of this character is the present worth of the 
estimated f utare earnings of the exclusive right 
during the rest of its existence. The return re- 
ceived by the decedent should be considered in 
estimating future earnings.'* (Art. 15, par. 
[6]). 

§ 110. Accaimts receivable, daims, judgments, etc. 
The Regulations provide: 

*'A fair valuation for assets of this character 
at the time of death should be fixed by the execu- 
tor according to the best information available 
to him at the time of making return. A right 

9. In re Orvis's Estate, 223 N. Y. 1, 119 N. E. Rep. 88; In re 
Cory's Estate, 177 App. Div. 871, 164 N. Y. Supp. 966,— aifd. 
221 N. Y. Memo. 612, 117 N. E. Rep. 1065; In re Borgheimer's 
EsUte, 164 N. Y. Supp. 943. 

The provisions of the Regulations seem to find support in 
these authorities. The rule last stated has heen extended to 
the case of a elose corporation in which the directors, heing 
the same as the stockholders, pass a resolution empowering the 
corporation to acquire the stock of a deceased shareholder at 
a price less than its true value. 
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Tangible property — Crop^. 

of action which died with the decedent should 
not be inoluded in the gross estate.'' (Art. 15, 
par. [7]).^o 

§ 111. Tangible property. 

As to tangible personalty other than household 
furniture and personal effects, the Regulations pro- 
vide : 

*'With respect to all other tangible property 
the executor should endeavor to arrive at the 
sound and actual value at the day of death. 
Where such property is subsequently sold the 
sale price must be returned if the sale was a 
bona fide sale and for the best price obtainable." 
(Art. 15, par. [8]). 

§ 112. Crops. 

The Regulations provide: 

**In the case of growing crops the executor 
should ascertain from expert opinion what the 
value of the growing crop was on the day of 
death, as evidenced ,by subsequent yield and 
crop prices. Where the crop is matured the 
value is the value of the crop unit on the day of 
death for the entire yield, less the cost of har- 
vesting and marketing. Where the crop is not 
matured these factors should be considered; and 
the opinion of those expert in such matters 
should be ascertained as to what the crop waB 

10. See supra, p. 24. 
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reasonably worth as a growing crop on the day 
of death. '' (Aft. 15, par. [8] ) . 

§ 113. Personal and household effects to be ap- 
praised. 

The Begolations provide: 

** Executors and administrators are required 
to have careful appraisal made of all household 
and personal effects of the decedent, and to fur- 
nish in duplicate detailed lists and affidavits in 
the manner directed below. No distribution of 
such effects may be made until the lists and 
affidavits have been filed with the collector, and, 
if deemed necessary, sufficient time afforded the 
Bureau to have personal inspection made by an 
official appraiser. Where it is desired to dis- 
tribute or sell all the property in advance of the 
filing of the return, the lists and affidavits should 
be filed with the collector, together with a let- 
ter stating when it is desired to effect distribu- 
tion. If personal inspection by an internal- 
revenue officer is not deemed necessary, a waiver 
of such examination will be sent to the executor, 
who may thereupon proceed with distribution.*' 
(Art. 16.) 

§ 114. Same— When value is leas than $2,000. 
The Regulations provide: 

** When the value of the personalty involved is 
less than $2,000, the detailed lists may be pre- 
pared by the executor personally. A room by 
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room appraisal is desirable; and all the articles 
should be immed specifically, except those of 
small value, such as common bric-a-brac or 
cheap books. A separate value should be given 
for each article named, except that the values 
of a number of articles contained in the same 
room may be grouped. The value of an article 
worth more than $50 should be stated separ- 
ately. Such an entry as the following would be 
acceptable: 

*' Dining room: Table, six chairs, three pic- 
tures (common prints), value $75; sideboard 
$60; total $135. 

**If there should be included in the lot, how- 
ever, jewelry or silverware of more than ordin- 
ary value, or articles having a marked artistic 
value, the executor must furnish an appraisal 
by persons thoroughly qualified by training and 
experience to judge of the value of such articles. 

**In the case of effects having a total value of 
less than $2,000, the executor may furnish as an 
alternative requirement a sworn estimate in 
duplicate of the approximate total value of the 
property by a professional appraiser of recog- 
nized standing and ability, or by a dealer in the 
class of personalty involved. 

**In addition to the lists or estimates described 
above, the executor must furnish in duplicate 
his affidavit as to the completeness of the lists 
and the qualifications of the appraiser.'' (Art. 
17.) 
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§ 115. Same— When value is more than $2,000. 

The Begnlations provide: 

**When the value of the effects is more than 
$2,000y detailed lists must be famished, pre- 
pared by professional appraisers of recognized 
competence, or by dealers in the particular 
classes of personalty involved. The lists must 
be prepared in the same detail as that indicated 
above for the executor's list. Where the per- 
sonalty includes jewelry, silverware, or like ar- 
ticles, except in cases where the value of these 
items is insignificant, the appraisal of a reput- 
able dealer or appraiser of jewelry must be fur- 
nished. 

**In the case of articles having marked artistic 
value, such as paintings, engravings, etchings, 
statuary, vases, oriental rugs, or antiques, the 
appraisiQs of experts will be required. The de- 
scription of such articles should be fully given. 
Where paintings having artistic value are listed, 
the size, subject, and artist should be named. In 
the case of oriental rugs, the size, make, age, 
etc., should be given. The weight in oimces of 
each article of silverware should be stated. 
With the duplicate lists there must be filed the 
executor's affidavit as to the completeness of the 
list and the qualifications of the appraisers.'' 
(Art. 18.) 
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Appraisers — ^Limitation of provisions. 

§ 116. Same— Appraisers and basis of appraisals. 

The Begalations provide: 

'* Where expert appraisers are to be employed, 
care should be taken to see that they are men of 
recognized competence with respect to the par- 
ticular class of property involved. In order to 
facilitate the acceptance of the appraisal, ap- 
praisers should be employed whose competence 
is well established. 

**The basis to be employed in appraising ar- 
ticles of this character is what they would bring 
at a bona fide sale to individual purchasers, to 
dealers, or upon a well-advertised auction sale. 
If there has been an actual bona fide sale, the 
amount received may be returned as the value 
of the property. Where property is valued by 
legatees for purposes of distribution, such value 
will not necessarily be accepted. The original 
cost of the articles is not necessarily a proper 
basis, on account of depreciation or apprecia- 
tion in value. '* (Art. 19.) 

§ 117. Limitation of foregoing provisions. 

As the language quoted shows, the provisions of 
the Regulations are limited to household and per- 
sonal effects of the decedent. An appraisal is not re- 
quired of other property than that specified; as, for 
example, farm property, such as grain or live stock, 
or securities, such as bonds or mortgages. Where 
the property is perishable a provision for its ap- 
praisal might, it would seem, be a wise one. It is, 
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Annmties for the life of another person. 

of course, the duty of the executor in all cases to re- 
port the true value of the property at the time of the 
death as nearly as he can ascertain it. 

§ 118. Annuities for the life of another person. 

The Regulations provide: 

** Where the decedent was entitled to receive 
an annuity of a definite amount during the life- 
time of another person, and the right constitutes 
an asset of his estate, the present worth of the 
annuity at the time of the decedent's death must 
be computed upon the basis of the expectancy 
of life of the other person. The table marked 
**A'' upon page 19 should be used for this com- 
putation. The amount of annual income should 
be multiplied by the figure in column 3 of the 
table opposite the number of years in column 1 
nearest to the actual age of the other person. 

** Example: The decedent received under the 
terms of his father's will an annuity of $10,000 
for the life of his elder brother. The brother at 
the decedent's death was 40 years 8 months old. 
By reference to the table the figure in column 3 
opposite 41 years, the number nearest to the 
brother's age, is found to be 14.86102. The pres- 
ent worth of the annuity is therefore $148,- 
610.20." (Art. 20.) 

The table referred to is the following: 
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Table *'A." 

Table, single life, 4 per cent, showing the present worth of an an- 

nuity, or life interest, and of a reversionary interest 
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23.179 


80.39507 


51 


17.627 


$12.17919 


$0.49311 


1 


30.552 


17.30771 


.29586 


52 


16.947 


11.88408 


.60446 


2 


36.626 


18.69578 


.24247 


53 


16.372 


11.68631 


.51695 


8 


37.572 


19.15001 


.22465 


64 


15.804 


11.28325 


.62767 


4 


38.702 


19.41226 


.21491 


55 


15.243 


10.99789 


.63931 


6 


39.352 


19.55301 


.20950 


66 


14.689 


10.66982 


.65116 





39.654 
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.20703 


57 


14.143 
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.66310 


7 


39.691 


19.62502 
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58 


13.603 


10.04630 


.57514 


8 
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.20727 


59 
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9.73131 


.68726 


9 


39.264 


19.53413 
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60 


12.549 
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.60943 


10 
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61 
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11 
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62 
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12 
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63 


11.039 
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13 
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64 
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14 


37.298 
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.22708 


65 
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16 
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66 
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16 
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67 
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.68396 


17 


36.010 


18.79010 


.23884 


68 


8.753 


6.91298 


.69566 


18 


36.565 


18.68070 


.24305 


69 


8.333 


6.61301 


.70719 


19 


35.113 


18.56751 


.24740 


70 


7.926 


6.31716 


.71867 


20 


34.652 


18.45038 


.25191 


71 


7.532 


6.02612 


.72976 


21 


34.186 


18.32932 


.26656 


72 


7.151 


5.74003 


.74077 


22 


33.711 


18.20416 


.26138 


73 


6.782 


6.45928 


.75167 


23 


33.230 


18.07471 


.26636 


74 


6.425 


5.18402 


.76215 


24 


32.742 


17.94097 


.27160 


75 


6.081 


4.91463 


.77261 


25 


32.248 


17.80274 


.27682 


76 


5.749 


4.65125 


.78264 


26 


31.747 


17.65984 


.28231 


77 


5.428 


4.39383 


.79254 


27 


31.239 


17.51224 


.28799 


78 


5.119 


4.14286 


.80220 


28 


30.725 


17.35968 


.29386 


79 


4.823 


3.89858 


.81150 


29 


30.205 


17.20225 


.29991 


80 


4.637 


3.66071 


.82074 


30 


29.678 


17.03961 


.30617 


81 


4.262 


3.42900 


.82966 


31 


29.147 


16.87176 


.31262 


82 


3.996 


3.20258 


.83886 


32 


28.608 


10.69846 


.31929 


83 


3.737 


2.98024 


.84691 


33 


28.067 


16.51964 


.32617 


84 


3.484 


2.76106 


.86634 


34 


27.516 


16.33503 


.33327 


85 


3.236 


2.64366 


.86371 


35 


26.961 


16.14437 


.34060 


86 


2.992 


2.32796 


.87200 


36 


26.401 


15.94755 


.34817 


87 


2.752 


2.11384 


.88024 


37 


25.834 


15.74427 


.36599 


88 


2.517 


1.90116 


.88842 


38 


25.263 


15.53421 


.36407 


89 


2.286 


1.69107 


.89660 


39 


24.685 


15.31722 


.37241 


90 


2.0B2 


1.48540 


.90441 


40 


24.101 


15.09295 


.38104 


91 


1.845 


1.28432 


.91214 


41 


23.511 


14.86102 


.38996 


92 


1.637 


1.09024 


.91961 


42 


22.915 


14.62122 


.39918 


93 


1.442 


.90647 


.92667 


43 


22.313 


14.37356 


.40871 


94 


1.263 


.73687 


.93320 


44 


21.708 


14.11860 


.41852 


95 


1.103 


.58435 


.93906 


45 


21.103 


13.85718 


.42857 


96 


.975 


.46182 


.94378 


46 


20.499 


13.58958 


.43886 


97 


.877 


.36698 


.94742 


47 


19.896 


13.31698 


.44935 


98 


.746 


.24038 


.95229 


48 


19.298 


13.03942 


.46002 


99 


.600 


.00000 


.66164 


49 


18.703 


12.75716 


.47088 










60 


18.113 


12.47032 


.48191 
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Annuities for a term of years. 



§ 119. Annuities for a term of years. 

The Begalations provide: 

** Where the decedent was entitled to receive 
the annuity during a specified number of years, 
the table marked **B'' upon page 20 should be 
used. 

** Example: The decedent received under the 
terms of his father ^s will an annuity of $10,000 
for a period of 20 years, 15 of which had expired 
at the decedent ^s death. By reference to the 
table it is found that the figure in column 2 op- 
posite 5 years, the unexpired portion of the 20- 
year period, is 4.45182. The present worth of 
the annuity is, therefore, $44,518.20 (4.45182 
multiplied by 10,000)." (Art. 20.) 

The table referred to is the following: 







Tablb 


**B." 




1 


3 

PrMcnt worth 


8 


1 


2 

Present worth 


3 




of an anniiity 
of $1. payable 


Preeent worth 




of an annuity 
of $1, payable 


Present worth 


Num- 


of $1. payable 
at the end of a 


Num. 


of $1. payable 


bcrof 


at the end of 


berof 


at the end of 


at the end ol a 


JMI*. 


eaohyearfora 


oertain number 


yeara. 


eaoh ;irear for a 






certain number 


of yeara. 




oertam number 


of years. 




of years. 






of years. 






Annuitu 
10.96164 


Rewm-Hon 




Annuitu 


Atwrtiofi 




80.961638 


16 


$11.66229 


80.633908 




1.88609 


.924666 


17 


12.16667 


.613378 




2.77609 


.888996 


18 


12.66929 


.403628 




8.62989 


.864804 


19 


13.13394 


.474642 




4.46182 


.821927 


20 


13.69032 


.466387 




6.24214 


.790314 


21 


14.02916 


.438834 




6.00206 


.760918 


22 


14.46111 


.421966 




6.73274 


.730690 


23 


14.86684 


.406726 




7.43683 


.702687 


24 


16.24696 


.890121 


10 


8.11089 


.676664 


26 


16.62208 


.876117 


11 


8.76047 


.649681 


26 


16.98277 


.860689 


u 


9.38607 


.624607 


27 


16.32058 


.346816 


18 


9.98666 


.600674 


28 


16.66306 


.333477 


14 


10.66312 


.577476 


29 


16.98371 


.320661 


16 


11.11839 


.666266 


30 


17.29203 


.808319 
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Computation where rate of income is fixed or determinable. 

§ 120. Oompntation where rate of income is fixed or 
determinable. 

The Regulations provide: 

** Where the decedent was entitled to receive 
the entire income of certain property during the 
life of another or for a term of years, and where 
the rate of income is fixed by the instrument 
creating the trust or is definitely determinable 
at the time of the decedent's death, the average 
annual income which the property actually 
yields should be determined, and its present 
worth computed, as explained above in the case 
of annuities. 

** Example: The decedent's father placed 
$100,000 in trust, with directions that it be in- 
vested in state and municipal bonds and the en- 
tire income paid to the decedent during the life 
of his elder brother, who was 41 years old at the 
decedent's death. Before the decedent's death 
the money was invested in state and municipal 
bonds, and actually yielded a net return of 
$5,000 per annum. In this case the rate of in- 
come is definitely determinable. By reference 
to the table it is found that the present worth 
of an income of $5,000 dependent upon the life 
of a person 41 years of age, is $74,305.10 
(14.86102 multipUed by 5,000)." (Art. 20.) 
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Rate of income not determinable — ^Valuation remainder interest. 

§ 121. Oompntation where rate of income is not de- 
terminable. 
The Begnlations provide: 

** Where the rate of annual income is not de- 
terminable, or where the decedent was entitled 
merely to the personal use of nonincom-bearing 
property, a hypothetical annuity at a rate of 4 
per cent of the yalue of the property should be 
made the basis of the calculation. 

** Example: The decedent died before a fund 
of $100,000, of which he was entitled to receive 
the income during the Ufe of a person 41 years 
old, had been invested by the trustees. The 
value of a hypothetical annuity of $4,000, de- 
pendent upon the life of such a person, is in- 
dicated by the table to be $59,444.08/' (Art. 
20.) 

§ 122. Valuation of remainder interest. 
The Regulations provide: 

^^ Where the decedent possessed a remainder 
interest in property subject to the life estate of 
another, and such interest constituted an asset 
of his estate, the present worth of the remainder 
interest at the time of death should be obtained 
by multiplying the value of the property at the 
time of death by the figure in column 4 of Table 
A opposite the number of years nearest to the 
age of the life tenant. Where the remainder in- 
terest is subject to an estate for a term of years 
Table B should be used. 

8 
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Valuation of contingent interests. 

** Example: The decedent was entitled to re- 
ceive property worth $50,000 upon the death of 
his elder brother, to whom the income for life 
had been bequeathed. The brother at the time 
of the decedent's death was 31 years old. By 
reference to the table it is found that the figure 
in column 4 opposite 31 years is 0.31262. The 
present worth of the remainder interest is, there- 
fore, $15,631.'* (Art. 20.) 

§ 123. Valuation of contingent interests. 

As already seen, interests, whether properly styled 
vested or contingent, are proper subjects for inclu- 
sion in the gross estate, even thbugh there is a pos- 
sibility that they will be wholly defeated by events 
occurring after the decedent's death." A reason- 
able valuation, however, is placed upon such inter- 
ests; and where they are purely speculative — ^as 
where they depend upon the discretionary action of 
individuals — the tendency is to value them at a nomi- 
nal sum, unless there are special circumstances in- 
dicating a probability that the interest will be rea- 
lized by the estate. The ordinary test of market, or 
sale, value would apply to such interests. Nor, it is 
held, is it permissible to make a revaluation of the 
interest at a subsequent date when the contingency 
has happened, since the valuation is required to be 
made as of the death of the decedent, and such a 
course would obviously substitute a valuation of the 
interest at a later date. 

11. See supra, p. 21. 
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Valuation of intoxicating liquors — ^Valuation of G^ennan mark. 

§ 124. Valuation of intoxicating liquors. 

Full effect is given by the Bureau to the recent 
legislation restraining or prohibiting the use of in- 
toxicating liquors, and correspondingly diminishing 
their value. Thus, where the decedent died while 
war time prohibition was in force,** the value of the 
liquor for beverage purposes is not included in ,the 
gross estate, but merely their value for legal uses, 
namely, for non-beverage purposes and for export.*' 

§ 125. Valuation of Oerman mark. 

Where the decedent died during the late war, leav- 
ing German marks, their value is determined by the 
Bureau by reducing the mark to the currency of some 
neutral country at the rate of exchange prevailing 
at the decedent's death, and then ascertaining the 
value of such substituted currency according to the 
rate of exchange between such country and the 
United States. 

12. The period from June 30, 1919, to the date when the 
Eighteenth Amendment went into operation. See Act of 
November 21, 1918 (40 Stat. 1045). 

18. See Act of November 21, 1918; 40 Stat. 1045, Chap. 212, 
par. fourth. 
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CHAPTEEIV. 

DEDUCTIONS. 
BBSIDBNT ESTATES. 

§ 126. The present statute. 
The statute provides as follows: 

**That for the purpose of the tax the value of 
the net estate shall be determined — 

(a) In the case of a resident, by deducting 
from the value of the gross estate — 

(1) Such amounts for funeral expenses, ad- 
ministration expenses, claims against the estate, 
unpaid mortgages, losses incurred during the 
settlement of the estate arising from fires, 
storms, shipwreck, or other casualty, or from 
theft, when such losses are not compensated for 
by insurance or otherwise, and such amounts 
reasonably required and actually expended for 
the support during the settlement of the estate 
of those dependent upon the decedent, as are 
allowed by the laws of the jurisdiction, whether 
within or without the United States, under 
which the estate is being administered, but not 
including any income taxes upon income re- 
ceived after the death of the decedent, or any 
estate, succession, legacy, or inheritance taxes." 
(Sec. 403 [a] [1]). 

§ 127. The former statute. 

The language of the Bevenue Act of 1916 is identi- 
cal with that of the present act up to and including 
the provision relating to the support of dependents. 

[116] 
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The f onner Btatnte. 



The remainder of the section reads: '^and such other 
charges against the estate of the decedent as are al- 
lowed by the laws of the jurisdiction • • • nnder 
which it is being administered.^ 

The present statute differs (a) in omitting the ref- 
erence to **such other charges; *' and (b) in provid- 
ing expressly that inheritance taxes are not deducti- 
ble. The Regulations provide: 

^^In the case of the estates of residents, the 
deductions are made from the value of the en- 
tire gross estate, wherever situated. The deduc- 
tions specified in the above pro^sions, contained 
in the Revenue Act of 1918, are proper in all 
cases where the decedent died on or after Febru- 
ary 25, 1919. Where the decedent died prior to 
February 25, 1919, the case is governed by the 
provisions of the Revenue Act of 1916, which 
permits the following deductions: 

(1) Funeral expenses. 

(2) Administration expenses. 

(3) Claims against the estate. 

(4) Unpaid mortgages. 

(5) Losses from casualty or theft. 

(6) Support of decedent's dependents. 

(7) Other charges against the estate. 

(8) Specific exemption of $50,000. 

(9) In the case of decedents dying after De- 
cember 31, 1917, public, religious, charitable, 
scientific, literary, and educational bequests. 



1. Revenue Act of 1916, Sec. 203 (a) (1). 
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General requirements for deduction. 

**The provision in the Bevenue Act of 1916 for 
the deduction of ^snch other charges' than those 
previously specified as may be allowed by the 
laws of the jurisdiction is omitted in the Bevenue 
Act of 1918. Consequently, in the case of es- 
tates of all persons dying after February 24, 
1919, the executor, in order to obtain a deduc- 
tion, must bring the item within one of the 
classes specifically described.'* (Art. 37.) 

§ 128. General requirements for deduction. 
The Begulations provide: 

**In order to be deductible, the item must be 
of the character described in the statute; and it 
must also be one the payment of which out of 
the estate is allowed by the law of the jurisdic- 
tion administering it. Where the item is not 
one of those described, it is not deductible 
merely because payment is allowed by the local 
law. On the other hand, no item is deductible 
unless its payment is so allowed. It must ap- 
pear in every case either that payment of the 
item has been made, or that such payment is 
clearly contemplated. Where the amount which 
may be expended for the particular purpose is 
limited by the local law, no deduction in excess 
of such limitation is permissible. Where the 
local courts have approved the expenditure it 
will ordinarily be allowed for deduction. (See 
Art. 39.) Where the disbursement has not been 
made, the item may be entered for deduction 
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Decision of local court. 



where the amount is certain, and it appears sat- 
isfactorily that it will be paid. No deduction 
may be taken upon the basis of a vague or un- 
certain estimate. Where an uncertain or con- 
tingent liability, not allowed as a deduction, be- 
comes fixed, and payment is made, the remedy 
is a claim for a refund of the excess tax." (Art. 
38.)* 

§ 129. Decision of local court. 

A question which must continually arise is the 

effect to be given to the decree of a local probate 

court. The Begulations treat the subject as follows: 

**The decision of a local court as to the 

amount of a claim or administration expense 

will ordinarily be acceptd where the court 

passes upon the fact upon which deductibility 

depends. Where the court does not pass upon 

2. The mling that all dedactions must, in order to be deduct- 
ible, be allowed by the local law was first laid down, with 
reference to the Revenue Act of 1916 in Treasury Decision 
2453 (promulgated March 7, 1917), which provides: 

"While the punctuation and construction of the paragraph 
may not be absolutely conclusive upon this point, it is the 
opinion of this office that the limitation set up in the con- 
cluding part of the paragraph applies to aU the items enumer- 
ated in the paragraph; that is, there could not be deducted 
from the gross estate in determining the net estate liable to 
tax any funeral or other expenses or any losses and charges 
which were in excess of the amounts allowable under the 
laws of the local jurisdiction as credits to administrators or 
executors in their accounts in the probate courts." 
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Decision of local court. 

such fact its decree will, of coarse, not be fol- 
lowed.' For example, where the question be- 
fore the court is whether a claim should be al- 
lowed, the decree allowing it will ordinarily be 
accepted as establishing that the claim is valid 
and the amount of it. Where, however, a legacy 
is left to an executor in lieu of commissions, the 
allowance of the legacy does not establish that 
the executors claim for commissions is equal to 
the amount bequeathed, and that this amount 
is consequently deductible. (See Art. 42.) Nor 
will the decree necessarily be accepted even 
where it purports to decide the fact upon which 
deductibility depends. It must appear that the 
court actually passed upon the merits of the 
case. This will be presumed in all cases where 
there i« an active and genuine contest. Where 
the result reached appears to be unreasonable, 
this is some evidence that there was not such a 
contest, but it may be rebutted by proof to the 
contrary. Where the decree was rendered by 
consent, it will be accepted, provided the con- 
sent was a bona fide recognition of the validity 
of the claim — not a mere cloak for a gift — ^and 
was accepted by the court as satisfactory evi- 

3. Where, for instance, a local court grants support during 
the settlement of the estate to relatives of the decedent with- 
out reference to the actual needs of the applicant, it is ruled 
that the decree is of no importance in determining whether to 
allow a deduction for support, since the Bureau considers 
financial necessity to be a condition of deduction. 
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Funeral expenses — ^Burial plot, monument, etc. 

denoe upon the merits. It will be presumed that 
the consent was of this character, and was so 
accepted, where it is made by all parties having 
an interest adverse to the claim, when all as- 
pects of the matter, including its effect upon 
taxation, are considered. The decree will not 
, be accepted where it appears to be at variance 
with the law of the State; as, for example, if an 
allowance is made to an executor in excess of 
the rate prescribed by statute. '* (Art. 39.) 

§ 130. Funeral expenses. 
The Regulations provide: 

**An executor may deduct such amounts for 
funeral expenses as are actually expended by 
him, provided expenditures of this nature are 
a liability of the estate under the laws of the 
local jurisdiction. A reasonable expenditure 
by the executor for a tombstone, monument or 
mausoleum, or for a burial lot, either for him- 
self or his family, may be deducted under this 
heading, provided such an expenditure is made 
a charge upon the estate by the local law. In- 
cluded in funeral expenses is the transportation 
of the person bringing the body to the place of 
burial.^' (Art. 40^) 

^ 131. Same— Burial plot, monument, etc. 

The cost of a burial plot, designed for the inter- 
ment not only of the decedent but of the members 



Digitized by 



Google 



122 FEDERAL ESTATE TAX. 

Repair of graves — Special roles. 

of his family, is allowed as a deduction, provided 
the expense is chargeable to the estate of the dece- 
dent under the local law. The same is true of a 
family monument or mansolemn. 

§ 132. Same— Repair of graves. 

Deduction is also permitted of a reasonable 
amount left by the decedent in trust for the repair 
and upkeep of land in a cemetery, although the 
direction extends to the graves of the decedent's 
parents as well as his own. 

§ 133. Same— Special rules in Blarylaiid and Difl- 
trict of Columbia. 

It has been ruled that the special provisions of 
the Maryland Code do not absolutely restrict the 
allowance for funeral expenses to the sum of $300, 
but merely limit the preference of the debt to this 
amount;^ and consequently that a reasonable dis- 
bursement may be deducted, although it is in excess 
of $300. 

In the District of Columbia, on the other hand, it 
is ruled that the statute forbids the allowance under 
any circumstances, of a sum in excess of $600 for 
funeral expenses,* and consequently that the deduc- 
tion may never exceed this sum. Up to this amount, 
however, a reasonable disbursement will be allowed, 

4. See Annotated Code of Maryland, Art. 93, Sees. 1, 4, 5; 
Art. 16, Sec. 218. 

5. Code of District of Columbia, Sees. 356, 364. 
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Administration ezpensea — ^In generaL 



although the estate is being administered by the 
residuary legatee under a special bond for the pay- 
ment of debts and legacies^ and it is consequently 
unnecessary to file an account.* 

§ 134. Adminisbration expenses — ^In generaL 

The Regulations provide : 

**The amounts deductible from the gross 
estate as ^administration expenses' are such 
expenses as are actually and necessarily in- 
curred in the administration of the estate ; that 
is, in the collection of assets^ payment of debts, 
and distribution among the persons entitled. 
The expenses contemplated in the law are such 
only as attend the settlement of an estate by 
the legal representative preliminary to the 
transfer of the property to individual bene- 
ficiaries or to a trustee, whether such trustee is 
the executor or some other person. Expendi- 
tures not essential to the proper settlement of 
the estate, but incurred for the individual 
benefit of the heirs, legatees, or devisees, may 
not be taken as deductions. Administration 
exi)enses include (1) executor's commissions; 
(2) attorney's fees; (3) miscellaneous ex- 
penses." (Art. 41.) 

6. See Code of District of Colombia, See. 264. 
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CommiBsioiis of ezecntor. 

§ 135. Same— OommissioiiB of ezeeator. 

The Begnlations provide : 

**No amount may be deducted as executor's 
commissions in excess of that actually paid or 
to be paid, and in no case in excess of the 
amount allowable by the law of the jurisdiction 
wherein the estate is being administered If 
at the time of filing the return the commissions 
of the executor have not been allowed or 
awarded by the court or tribunal having juris- 
diction in the premises, the conunissions may 
nevertheless be entered on the return and 
claimed as a deduction, subject to future allow- 
ance or disallowance by the Commissioner, pro- 
vided: (1) That the amount entered and 
claimed is within the amount allowable by the 
laws of the jurisdiction wherein the estate is 
being administered; (2) that such amount is in 
accordance with the usually accepted practice 
in such cases within said jurisdiction; and (3) 
that it may reasonably be expected that the said 
amount will be paid within one year and 180 
days after the decedent's death. Except in 
those cases in which the conunissions have been 
both awarded and paid, the Commissioner may 
at any time require the executor to furnish 
satisfactory evidence of his right to take or 
claim the deduction. Whenever it shall appear 
to the Commissioner that the commissions 
claimed but not awarded, whether paid or un- 
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Bequest in lieu of commiBsion. 



paid, exceed the amount allowed by law or ex- 
ceed the amount usually allowed within the 
commonly accepted practice of the jurisdiction 
wherein the estate is being administered, or 
where in any case the Conunissioner finds after 
the lapse of 1 year and 180 days after the dece- 
dent 's death that the conunissions have not been 
paid, the deduction will be disallowed, subject 
to the right of the executor thereafter in a 
proper case to file a claim for abatement or 
refund as he may be advised, when the com- 
missions shall have been actually awarded and 
paid. Where the executor does not intend to 
make any charge upon the estate for his ser- 
vices, no deduction may be claimed/' (Art. 
42.) 

§ 136. Same— Bequest in lien of commisflioiL 
The Regulations provide : 

'^ Where a bequest is made to an executor in 
lieu of conmiissions, it may be deducted as an 
administration expense only to an amount 
thereof not in excess of the amount allowable as 
commissions by the law of the jurisdiction 
wherein the estate is being administered. If 
the legacy is in excess of such allowable com- 
missions, the excess may not be deducted.'* 
(Art. 42.)« 

8. Express provision to this effect may be found in the 
statutes of some of the states. See, for instance, Massachusetts 
(Acts, 1909, Chap. 490, Part IV, Sec. 8). 
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Tmstee's commission. 

In order that the bequest may furnish the basis 
for a deduction it must result in an actual payment 
to the executor, as comi)ensation for services. It is 
not enough that he received an incidental benefit 
under the will, as through a bequest to his wife, or 
payment for services other than those i)ertaining to 
the duties of an executor. Should the legacy be less 
than the legal compensation, the deduction cannot 
exceed the amount of the legacy. 

§ 137. Same— Trustee's commission. 
This is held not to constitute an ** administration 

expense, *' and consequently to be non-deductible. 

The Regulations provide: 

**No deduction may be made for trustees' 
commissions, and an executor who acts as trus- 
tee is not entitled to deduct the commission he 
receives for his services in the latter capacity. 
The executor's duties are complete when he has 
turned over the estate or the proceeds to the 
persons entitled thereto. Such persons may be 
beneficiaries entitled to receive the property in 
their own right, or trustees entitled to receive 
it in the right of their cestuis que trust. The 
services of the trustees are distinct from, and 
additional to, the ordinary duties of an executor 
in the settlement of estates; and commissions 
for such trustees' services do not constitute an 
expense of administration." (Art. 42.) 
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Miscellaneous roles — ^Attorney's fees. 



§ 138. Same— Miscellaneons roles. 
The Begnlations provide: 

** Where commissions not actually allowed 
are deducted upon the basis of reasonable com- 
pensation, attention should be given to the size 
of the estate, the character of the property, the 
amount of work performed by the executor, and 
the commissions allowed in the case of similar 
estates. The value of the real estate should 
not be taken into account in estimating the com- 
mission unless it has actually passed through 
the executor's hands, or there is a mandatory 
provision in the will, or a court decree, direct- 
ing its sale, and commissions are allowed by 
the local law. 

"Where the allowance of a commission is 
based upon services in relation to income of 
the estate, as well as principal, the entire com- 
mission is deductible.** (Art. 42.) 

§ 139. Attorneys' fees. 
The Begulations provide: 

**No amount may be deducted in any case as 
attorney's fees in excess of that actually paid 
or to be paid. If at the time of filing the return 
the attorney's fees have not been allowed or 
awarded by the court or tribunal having juris- 
diction in the premises, they may nevertheless 
be entered on the return and claimed as a deduc- 
tion, subject to future allowance or disallow- 
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ance by the Commissioner^ provided: (1) That 
the amount so entered and daimed is reason- 
able in consideration of the services performed 
and the value of the estate; and (2) that it may 
reasonably be expected that such amount will 
be paid within 1 year and 180 days after the 
decedent's death. Except in those cases in 
which the attorney's fees have been both 
awarded and paid, the Conunissioner may at 
any time require the executor to furnish satis- 
factory evidence of his right to take or claim 
this deduction. Whenever it shall appear to 
the Commissioner that the fees claimed were 
not awarded, and whether paid or unpaid, ex- 
ceed a reasonable amount in the discretion of 
the Commissioner, or where in any case the 
Commissioner finds after the lapse of 1 year 
and 180 days after the decedent's death that 
the fees have not been paid, the deduction will 
be disallowed, subject to the right of the execu- 
tor thereafter, in a proper case to file a claim 
for abatement or refund as he may be advised, 
when the fees have actually been awarded and 
paid. The cost of litigation instituted by the 
beneficiaries as to the amount of their respec- 
tive interests may not be deducted, since ex- 
penses of this character are properly charges 
against the beneficiaries personally, rather than 
against the general estate." (Art. 43.) 



Digitized by 



Google 



DEDUCTIONS. 129 



Brokerage fees — ^Miscellaneous expenses. 

This provision conforms the practice with respect 
to the deduction of attorney's fees to that applied 
to executors' commissions. The revision of 1919 
drew a distinction between the two cases, in that 
executors' commissions were permitted to be de- 
ducted only upon proof that an account had been, 
or would be, filed in the probate court, — ^a condition 
not made in the case of attorneys' fees . (See infra, 
pp. 395-6.) 

§ 140. Brokerage fees. 

The Regulations provide : 

**A brokerage fee for seUing property of the 
estate is deductible where the sale is neces- 
sary in order to pay the decedent's debts, or 
the expenses of administration, or to effect 
distribution." (Art. 44.) 
This rule is applied to cases in which the testator 
makes a specific bequest of the proceeds of the sale 
of real property. Where, however, the sale is made 
by the heirs or devisees after the decedent's death, 
and is thus not a part of the administration of the 
estate, the expense is held not to be deductible. 

§ 141. Hiscellaneous expenses. 

The Regulations provide : 

**This item includes expenses incident to 
court proceedings, or the administration of the 
estate, such as court costs, surrogates' fees, 
accountants' fees, appraisers' fees, clerk hire, 
etc. Expenses necessarily incurred in dis- 

9 
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tributing the estate are deductible. This in- 
cludes the cost of storing or maintaining prop- 
erty of the estate, where it is impossible to 
effect immediate distribution to the bene- 
ficiaries. Expenses for preserving and caring 
for the property may be deducted, but do not 
include additions or improvements; nor will 
such expenses be allowed for a longer period 
than the executor is required to retain the prop- 
erty. • • • Other expenses attending the 
sale are deductible, such as the fees of an 
auctioneer, where it is reasonably necessary to 
employ one. ' ' (Art. 44. ) 
The expense of preserving and caring for prop- 
erty does not include the expense of keeping open 
and maintaining the decedent's house as a place in 
which to live, although the will provides for this 
and such condition is to continue only until the proj)- 
erty can be sold. The expense of a caretaker would, 
however, be deductible in such a case. 

§ 142. Claims against the estate— Special local re- 
quirements. 
The Regulations provide: 

**The amounts that may be deducted under 
this heading are such only as represent per- 
sonal obligations of the decedent existing at 
the time of his death, whether then matured or 
not. Obligations contracted by the executor 
are not deductible. Only such claims as are 
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actually enforcible against the estate may be 

deducted.'' (Art. 45.) 
Where satisfactory proof is made of the exist- 
ence of the claim, it may be deducted although cer- 
tain special provisions of the local law have not 
been complied with. Thus, where the local statutes 
provide,* that the claim of an executor or admin- 
istrator against the estate shall not be paid until 
there has been a special allowance thereof by the 
probate court, upon notice to all interested imrties, 
the claim of the executor, if clearly established, may 
be deducted, although he has failed to take the steps 
specified, by reason of the fact that he is the sole 
beneficiary of the estate, and consequently not in- 
terested in establishing the status of a creditor. 

§ 143. Taxes upon property. 

The Regulations provide: 

** Taxes upon real property should be 
accrued to the date of death. This is done by 
ascertaining the time between the first day of 
the taxable period wherein the death occurs and 
the date of death, and computing the propor- 
tion of the entire tax which this period bears 
to the entire taxable period. Such proportion 
of the tax has accrued upon the date of death, 
and is deductible, 

** Taxes upon personal property are either 

9. As in Ohio: Annotated (General Code of Ohio, Sees. 
10,727, 10,728. 
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wholly deductible, or are not deductible at all, 
depending upon whether the tax did, or did not, 
become the personal obligation of the taxpayer 
in his lifetime. If the tax became his personal 
obligation during his life, the whole amount is 
deductible as a claim against his estate. If it 
did not become such personal obligation in his 
lifetime, no part of it is deductible. The ques- 
tion when the tax became the personal obliga- 
tion of the taxpayer depends upon the law of 
the jurisdiction where the decedent was domi- 
ciled at the time of his death. Prima facie, the 
date when the tax became the personal obliga- 
tion of the taxpayer is the date when the assess- 
ment was laid.^' (Art. 46.) 
This regulation marks a departure from the 
earlier rule,*® which treats taxes upon real and per- 
sonal property in the same way, permitting the 
deduction of the entire tax if the tax liability ac- 
crued in the lifetime of the decedent, and refusing 
any deduction if it accrued after his death. The 
application of these rules, particularly in the case 
of real property, is difficult. The language of the 
various State statutes differs materially; and it is 
often doubtful when the tax becomes a lien upon the 
land, or a personal obligation on the jmrt of the tax- 
payer." 

10. Laid down in Treasury Decision 2771; Not. 8, 1918. 

11. See, for instance, the statutory provisions relating to 
the City of New York, and contrast the decision in In re 
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The present mle, apportioning the tax upon real 
property, presents the question whether it runs 
counter to the provision in the statute requiring a 
deduction of a ** claim'' or a ** charge'' against the 
estate.^^ That is, it might be urged that the statute, 
in a given case, required the deduction of the entire 
amount, without reference to the expiration of the 
period for which the tax was laid. The rule 
adopted, however, is probably defensible when 
taken in connection with the valuation of the prop- 
erty. The question presented in each case is the 
market or sale value of the property at the time of 
the decedent's death, and this is ordinarily deter- 
mined between buyer and seller upon the basis of 
the amount of tax which had accrued at the date of 
the sale. The land is valued, and the accrued tax 
is charged to the seller and deducted from the 
price. In this way, the rule laid down in the Regu- 
lations is actually applied. The deduction of the 
entire tax would be reflected in a corresponding in- 
crease in the valuation of the property. 

§ 144. Income taxes. 

The statute is explicit in refusing deduction of 
the tax upon income received after the decedent's 

Babcoek (115 N. T. 450; 22 N. E. Rep. 263) with that in In re 
Freond's Estate (143 A. D. 335, 128 N. T. Supp. 48; affd. on 
opinion below, 202 N. T. 556, 95 N. £. Rep. 1129. 

12. As already stated, the word ''charge" is omitted from 
the Revenue Act of 1918. 
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death. This prohibition does not extend to the tax 
upon income received during the life time of the 
decedent. On the contrary, the plain implication 
is, that the tax upon such income is deductible ; and 
the Bureau so rules, holding that, **In the case of 
federal taxes upon income, the tax upon income 
received or accrued during the decedent's life con- 
stitutes the personal obligation of the decedent, and 
is deductible." 

§ 145. Death duties. 

The statute is explicit in refusing the deduction 
of **any estate, succession, legacy or inheritance 
taxes. '* This provision sets at rest, as to the estates 
of persons dying after February 24, 1919, a much 
vexed question. Where the decedent died before 
that date, and the case is consequently governed by 
the Revenue Act of 1916, the question is in a con- 
fused and unsatisfactory state. The history of the 
various rulings is as follows : 

The Bureau first ruled that State inheritance 
taxes should be deducted as a ** charge against the 

13. Regulations, Art. 46. That the ordinary income tax 
eonstitutes a personal obligation of the taxpayer, and is con- 
sequently a claim against the estate, see Brady v. Anderson, 
240 Fed. Rep. 665, 667-8. A ruling has been made under the 
Massachusetts Income Tax Act (Gen. Acts, 1916, Chap. 269, 
8ec. 1) permitting the deduction of the tax paid on income 
received during the decedent's life in 1917 and subsequent 
years. 
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estate. ^^" This ruling was subsequently revoked, 
and such taxes were held not to be deductible.**^ 

§ 146. Same— Probate duties. 

As the language used in Treasury Decision 2524 
indicates, the refusal to deduct inheritance taxes 
extends only to the case of the ordinary legacy or 
inheritance tax, imposed upon individual legacies 
from the decedent or distributive shares in his 
estate. The ruling has never been extended to pro- 
bate duties, levied against the estate as a whole. 
On the contrary, the Bureau has ruled consistently 
that such duties are deductible under the Revenue 
Act of 1916. It has been so ruled with reference to 

14. Treasury Decision 2395; Nov. 17, 1916. The foUowing 
language was used : 

''Since it does not i^pear open to question that State inherit- 
ance taxes are a primary charge against an estate and aUowable 
as credits to executors and administrators in every State im- 
posing such taxes, they are clearly deductible from the gross 
estate. '' 

15. Treasury Decision 2524; Sept. 10, 1917. This Treasury 
Decision contains little or nothing in the way of argument. 
It is said: 

''An exhaustive study of the nature of State inheritance 
taxes has led this office to the conclusion that amounts paid to 
States on account of inheritance, succession, or legacy taxes 
are not 'such other charges against the estate as are aUowed 
by the laws of the jurisdiction,' and accordingly are not deduct- 
ible in arriving at the amount of Federal estate tax.' " 

Treasury Decision 2395 is revoked. 
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the British Estate Duty,** a duty imposed by the 
laws of the New South Wales for the privilege of 
administering personal property of the decedent 
situated in Australia,^^ and a duty imposed by the 
laws of British India as a condition of the transfer 
of stock in corporations organized under the laws of 
that country upon the death of the owner.*® 

§ 147. Sncoession taxes — Court decisionB. 

As to the ordinary legacy or succession tax, how- 
ever, the policy of the Bureau, ever since the pro- 
mulgation of Treasury Decision 2524,** has been to 
refuse deduction. A decision adverse to this posi- 
tion, however, has been rendered with reference to 
the collateral inheritance tax of Pennsylvania, hold- 
ing it to be deductible as a charge against the estate 
under the Revenue Act of 1916.^® The Bureau has 
accepted this decision as conclusive, both with ref- 

16. Imposed by the Finance Act of 1894 (57 and 58 Vict., 
Chap. 30), upon the passage of the estate as a whole, at 
graduated rates. This tax is of the same general character 
as the Federal Estate Tax. 

17. Statutes of New South Wales, 1899, No. 27. 

18. Act No. VII, passed by the Governor-General of India 
in Council, known as the ** Succession Certificate Act, 1889." 

19. On Sep. 10, 1917. 

20. Northern Trust Co. v. Lederer, 257 Fed. Rep. 812; affd. 
sub nom. Lederer v. Northern Trust Co., 262 Fed. Rep. 52. The 
latter decision (of the Circuit Court of Appeals for the Third 
Circuit) was rendered on January 7, 1920; and on March 3, 
1920, the Supreme Court denied an application for a writ of 
certiorari. 
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erence to the collateral inheritance tax directly in- 
volved in the decision,** and the tax subsequently 
imposed in Pennsylvania upon lineal descendants of 
the decedent.** 

The decision in Lederer v. Northern Trust Com- 
pany, however, has application only to the Pennsyl- 
vania inheritance tax; and the Bureau has refused 
to accept it as a precedent in other States. This 
refusal is evidently based upon the theory that the 
Pennsylvania tax is not the ordinary legacy or suc- 
cession tax, but rather an estate tax or probate 
duty, or at least that the Pennsylvania courts have 
so decided. And the reasoning of the court in the 
case cited supports this theory.** 

Thus, in general, the ruling of the Bureau con- 
tinues at the present time to be what it was before, 
namely, that the ordinary legacy or succession tax 
is not deductible, either under the Revenue Act of 
1916 or under the Revenue Act of 1918. And this 
ruling, has, in reference to the inheritance tax of 
New York, received judicial sanction.** 

21. Act of May 6, 1887; 1 Purdon's Digest, p. 603 et seq. 
28. Act of July 11, 1917, Laws 1917, No. 318, p. 832. 

23. See 262 Fed. Rep., pp. 54-5, where the court cites expres- 
sions of the Pennsylvania courts indicating that the tax is im- 
posed upon the estate as a whole. 

24. New York Trust Co. v. Eisner, 263 Fed. Rep. 620; Dis- 
trict Court, S. D. N. Y., Mack, J., Jan. 19, 1920. On the other 
hand, there is a decision to the contrary, holding that the New 
York tax is deductible in ascertaining the net estate under the 
federal estate tax law. See Sayre v. Brewster; U. S. Dist. Ct., 
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§ 148. Dednctioii by the States of the federal tax. 

The question of the deductibility of the federal 
tax in computing inheritance taxes under the laws 
of the various States does not come strictly within 
the scope of this work. The practice of the States, 
however, is interesting as indicating the general 
policy in such matters. Each State court, of course, 

N. D. of N. Y.; Ray, J. See War Tax Service, Corporation 
Trust Co., 1921, pars. 309-10. 

See, as possibly tending to support the refusal to deduet State 
inheritance taxes, Prentiss v. Eisner (267 Fed. Rep. 16), holding 
that the New York tax is not deductible by a legatee for income 
tax purposes, under a statute permitting the deduction of 
''taxes" (Act of Oct 3, 1913; 38 Stat. 166, Chap. 16, par. D.). 
That is, the individual legatee does not pay the ''tax." Quaere, 
whether it follows that the estate does not pay it. 

In New York Trust Company v. Eisner, Judge Mack refers 
to the decision in Northern Trust Company v. Lederer, and 
distinguishes it upon the ground that the Pennsylvania tax 
was, or was held to be, an estate tax or a probate duty, rather 
than the ordinary legacy or succession tax (263 Fed. Rep. 
622). As an original proposition, it is not easy to see such a 
radical difference in the New York and Pennsylvania statutes 
as would warrant a difference in treatment. The Pennsylvania 
statute does, it is true, provide that "All estates • • • 
passing • • • shall be subject to a tax • • •''; but 
it is provided that this tax shaU be apportioned among the 
individual legatees or distributees, and that the executor or 
administrator shaU deduct from each legacy or distributive 
share the tax with respect thereto. Act of May 6, 1887, See. 5; 
1 Purdon's Digest, p. 606. 

There is, however, at least one state, Rhode Island, which 
has a true estate tax analogous to the English and Federal 
Taxes. See Public Laws, 1916, Chap. 1339, Sees. 1, 2, 3, 4. 
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has its individual question to consider, depending 
upon the language of the particular statute. The 
general tendency is to permit the deduction of the 
federal tax, either as an administration expense,^^ 
or upon the ground that the *^ clear value" or **clear 
market value** of the property transferred (made 
by the statute the basis of tax) can be ascertained 
only after the federal tax is paid.** 

In New York, on the other hand, the deduction is 
refused.*^ Both of the New York decisions cited are 
based largely upon Matter of Gihon,*® which holds 
that the tax imposed by the Federal War Revenue 
Act of June 13, 1898,** is not deductible in computing 
the State inheritance tax. The Act of 1898, however, 
imposes the ordinary tax upon individual legacies or 
distributive shares. In this respect it is wholly dif- 
ferent from the estate tax of 1916.'* The reasoning 

25. Corbin v. Townshend, 92 Conn. 501, 103 AtL Bep. 647; 
People v. Pasfield, 284 DL 450, 120 N. E. Bep. 286; People v. 
Northern Trust Co., 289 DL 475, 124 N. E. Eep. 662. 

26. State ex rel. Smith v. Probate Court, 130 Minn. 210, 166 
N. W. Rep. 125; People ▼. Pasfield, supra; In re Knight's 
EsUte, 261 Pa. St. 537, 104 Atl. Rep. 765; In re Boebling's 
Estate, 104 Atl. Rep. 295 (N. J.). 

27. Matter of Bierstadt, 178 App. Div. 836, 166 N. T. Supp. 
168; Matter of Sherman, 179 App. Div. 497, 166 N. T. Supp. 
19; affd. 222 N. Y. 540, 118 N. E. Rep. 1078. 

28. Matter of Gihon, 169 N. T. 443, 62 N. E. Rep. 561. 

29. 30 Stat. 464. 

30. See In re Hamlin, 226 N. T. 407, 124 N. E. Rep. 4; 
Plnnkett v. Old Colony Trust Co., 233 Mass. 471, 124 N. E. 
Bep. 265. 
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in the Bierstadt case is to the effect that either the 
two acts are similar for deduction purposes, or the 
latter act is a direct property tax, unapportioned 
and consequently unconstitutional.'* This seems to 
be a non sequitur. The tax might be an indirect 
tax,'* and yet differ radically from a tax upon 
individual legacies or distributive shares. Quaere, 
how far the fact that the basis of tax under the 
Federal Act of 1916 is the transfer of the entire net 
estate ought logically to affect deductibility under 
the inheritance tax laws of New York. The Sherman 
case does not use the argument advanced in the 
Bierstadt case ; and the substituted reasoning is far 
from clear.*' 

Massachusetts takes issue with New York even as 
to the deductibility of the Federal Tax of 1898, hold- 
ing that it is deductible under the Massachusetts 
inheritance tax statute,'* which does not seem to 
differ from the New York statute sufficiently to 
warrant a different rule. 

According to the decided weight of authority, the 
federal tax imposed by the Revenue Act of 1916 is 
deductible in determining inheritance taxes in the 
various States. The most satisfactory rule would 
probably be for the States to permit the deduction 
of the federal tax, and Congress the deduction of 

31. 178 App. Div. 837. 

32. As to whieh see supra. 

33. See 179 App. Div. 502-4. 

34. Hooper y. Shaw, 176 Mass. 190, 57 N. E. Rep. 361. 
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the various State taxes. To a considerable extent 
this rule did obtain under the Revenue Act of 1916. 
It did not wholly obtain, however; and in the 
Revenue Act of 1918 Congress explicitly refuses to 
permit the various State taxes to be deducted. 

§ 149. Unpaid mortgages. 
The Regulations provide: 

^^The full amount of unpaid mortgages on 
property included in the gross estate should 
be deducted under this heading, including in- 
terest which had accrued at the time of death, 
whether payable at that time or not. Interest 
should be computed upon the basis of 365 days 
to the year. The full value of the real estate, 
without any deduction for mortgages, must be 
returned as part of the gross estate. As real 
property situated outside of the United States 
is not part of the gross estate, the amount of 
mortgages upon such property should be 
deducted only where the decedent was per- 
sonally liable for the mortgage debt.*' (Art. 
47.) 
The statute provides for the deduction of ** un- 
paid mortgages,*' without reference to the character 
of the mortgaged property. Inasmuch, however, as 
it is ruled that real property not situated in the 
United States forms no part of the gross estate,'* 
it is clearly a reasonable rule to restrict the deduc- 

86. RegolationB, Art. 13. 
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tion to mortgages upon real property in this 
country, nnless the mortgage debt is a personal 
obligation of the decedent, payable out of his 
estate.'* 

§ 150. Losses from casualty or fheft. 
The Regulations provide: 

** There may be deducted under this heading 
losses incurred during the settlement of the 
estate arising from fires, storms, shipwreck, or 
other casualty, or from theft, when such losses 
are not compensated by insurance or otherwise. 
If the loss is partly compensated, the excess of 
the loss over such compensation may be 
deducted. Losses not of the nature described 
are not deductible. Losses sustained by reason 
of depreciation in the value of the assets of the 
estate subsequent to the decedent's death are 
not deductible. The term * casualty' includes 
only losses of a fortuitous and unusual char- 
acter, such as result from violence, or from a 
disaster which could not be foreseen or pre- 
ss. If the refusal to deduct mortgages on real property 
situated outside of this country (in the absence of a personal 
liability on the part of the decedent) reads into the statute 
something not expressly stated, the same is probably true of 
the Regulation excluding from the gross estate real property 
owned by a resident, but situated in other countries. The 
latter rule was adopted in deference to an ancient and deep- 
rooted theory that such property is subect to tax, directly or 
indirectly, only by the jurisdiction in which it is situated. 
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vented by the exercise of reasonable care. 

Losses due to the death of animals from disease 

are deductible. In order to be deductible a loss 

must occur during the settlement of the estate. 

Where property has been delivered to the bene- 

ficiary, settlement has been effected, and no 

deduction may be had for loss of the property. '* 

(Art. 48.) 

In accordance with these provisions it has been 

ruled that loss resulting from the fall of a silo, due 

to insufficient reinforcing material, is deductible. 

§ 161. Support of dependents — Original rules— 
Authorization by local law. 

The Regulations of 1919 lay down four conditions 
with reference to the allowance of a deduction for 
support, the first of which is that: 

**In order to be deductible, the allowance 
must be authorized by the laws of the jurisdic- 
tion in which the estate is being administered; 
and no sum is deductible in excess of the 
amount so authorized, whether actually ex- 
pended or not.*' (Art. 49, par. [1].) 
Provision by the local law for support during the 
settlement of the estate is a condition precedent to 
deduction. Thus, where the local law*'' provides for 
support only where the husband leaves no will or 

the widow dissents from the provisions of the will, 

»■ II. 

37. As in Tennessee: See Thompson's Shannon's Code, See. 
4020. 
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a deduction will not be allowed where the husband 
leaves a will and the widow takes under it. 

Where, however, the local law provides for sup- 
port, it is ruled that it is not an obstacle to deduc- 
tion that the will provides for the payment of the 
income of the estate to the widow, and the local 
court adopts this provision, and directs such pay- 
ment during the settlement of the estate, instead of 
making some other provision. Similarly, it is ruled 
that where the will directs the payment of a certain 
sum to the wife during the settlement of the estate, 
and this payment is made and allowed to the execu- 
tor in his final account, the amount is deductible, 
although there was no special application for an 
allowance or special order with respect thereto. 

§ 152. Same— Support must be money. 
The Regulations provide: 

**The only subject for deduction is money 
thus allowed and paid. The turning over of 
furniture or other personal property, although 
under the authority of a statute, is not a proper 
subject for deduction. '^ (Art. 49, par. [2].) 
This ruling accords with the natural meaning of 
the language used, namely, **8uch amounts,'* etc.*^ 

38. The question is treated more fully in an earlier Treasury 
Decision, promulgated under the Revenue Act of 1916. 
(Treasury Decision 2631; Oct. 4, 1917.) This decision uses 
the following language: ''In view of the language of the* 
taxing act, there must be an actual expenditure of money — 
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§ 163. Same— Persons supported must be actually 
dependent. 
The Regulations provide: 

''The amount sought to be deducted must be 
reasonably required for support. This means 
that the alleged dependent shall actually re- 
quire the allowance for his support. Mere re- 
lationship to the decedent is not enough. A 
person is not dependent where he has means of 
his own sufficient to support him according to 
his station in life. This implies, however, the 
possession of income, either from property or 
earnings, sufficient to support him according to 
his scale of living at the time of the decedent's 
death. A person is not removed from the de- 
pendent class by the possession of property, 
which he might sell or mortgage. Where a per- 
son is thus dependent at the time of the allow- 
ance, it does not affect the deduction that he 
subsequently comes into the possession of 
money or property, through the distrubution of 

not a mere delivery to the dependent by the executor of house^ 
hold goods or other miscellaneous personalty of that character. 
It is obvious that the turning over of furniture and such per- 
sonalty to the dependent does not contribute to that depend- 
ent's support unless the furniture is sold and the proceeds 
are so used. Therefore, provisions in the statutes of the 
various States to the effect that the widow is entitled to 
family pictures, wearing apparel, etc., and to certain household 
goods in lieu of an award, has reference to the widow's ex- 
emption and has no application in determining the deduct- 
ibility of an amount paid for the support of dependents." 
10 
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the estate or otherwise. The whole amount of 
the allowance is deductible, whether paid in one 
sum or in installments.'' (Art 49, par. [3]). 
Whether the words ** those dei)endent upon the de- 
cedent*' contained in the statute, in connection with 
the reference to the local law, indicate actual need 
of money, as distinguished from relationship to the 
decedent, is probably a serious question. Provisions 
for temporary support during the settlement of the 
estate are common in the various States, and the al- 
lowance is often made without reference to the finan- 
cial condition of the applicant. This was the system 
with reference to which Congress was legislating; 
and the intention, at least in the Revenue Act of 
1916, was probably to permit the deduction where- 
ever the State law granted the allowance. The 
Bureau rulings have, however, throughout been to 
the contrary, insisting upon actual financial neces- 
sity.'* This position, taken under the Revenue Act 
of 1916, is, however, much strengthened by the lan- 
guage of the Revenue Act of 1918, which provides 
that the amount sought to be deducted must be ^^rea- 
sonably required and actually expended" for the 
support of the dependents! These words are new. 

§ 154. Same— What necessary to negative depend- 
ence. 
Although the Regulations speak of ^^ income" as 
a factor determining whether the i)erson is depend- 

89. See Treasury Decision 2531, par. seoond; Oct. 4, 1917 
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ent or not, the character of money in hand, as con- 
stituting ** income'* or ** capital, '* is treated as im- 
material. The distinction taken is between money in 
hand, which is actually available for support, and 
which it is deemed reasonable that the person shall 
apply to this purpose, and property, which it would 
be necessary to sell or mortgage, and which is con- 
sequently not deemed applicable to the support of 
the otherwise dependent person. 

§ 155. Same— Time for determining dependency. 

This is fixed as being the time of the making of 
the allowance. On this point the statute is not ex- 
plicit. The alternative theory would apparently be 
to take the date of the death as the time for determ- 
ining dependency. The statute does not say this, 
and many of the other deductions are determined 
by occurrences after the death. The possibility of 
discrimination, due to the precise time of the receipt 
of money, is one which would exist whatever daje 
were taken for determining the question. The prin- 
cipal contingency after death is probably the receipt 
of insurance money on policies taken out by the de- 
cedent. Such claims, if valid, are usually paid at 
once. If payment were deliberately postponed in 
order to secure a deduction not otherwise obtain- 
able, the deduction might perhaps be refused. Ap- 
parently no such case has arisen. 
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§ 156. Same— Expenditure of the money. 

The Begolations provide: 

**The money must be actually expended for 
support. This means that the executor or ad« 
ministrator must pay it to the persons entitled. 
After the payment has been made, the deduction 
of the sum is proper, and is not affected by the 
fact that the dependents do not use the whole 
of it during the period of administration.*' 
(Art. 49, par. [4]). 

§ 156-a. Present roles. 

The Regulations now provide : 

**The support during the settlement of the 
estate of dependents of the decedent should 4)e 
deducted, but pursuant to the following rules: 

(1) In order to be deductible, the allowance 
must be authorized by the laws of the jurisdic- 
tion in which the estate is being administered, 
and not in excess of what is reasonably re- 
quired. 

(2) The allowance for which deduction may be 
made is limited to support during the settle- 
ment of the estate. Any allowance for a more 
extended period is not deductible. 
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(3) There must be an aetnal disbursement 
from the estate to the dependents, but after 
payment has been made, the right of deduction 
is not affected by the fact that the dependents 
did not expend the entire amount for their sup- 
port during the settlement of the estate.'* 
(Art 49.) 

The effect of the amendment upon the four rules 
previously set out appears to be as follows : 

(1) Necessity of authorization by local law. — 
This rule is in no way affected. 

(2) Support must be money. — There is nothing 
specific on this point; and apparently the allow- 
ance of anything actually tending to support, such 
as flour or other supplies, might suffice. Quaere , 
as to furniture or similar personalty. There is a 
prior adverse ruling with reference to such articles. 
(See T. D. 2531, p. 288.) 

(3) Actual dependence necessary. — This rule is 
not stated as explicitly as in the earlier revision. 
It is merely required that the amount shall be **not 
in excess of what is reiasonably required.'* This 
may possibly have the same result; but the ten- 
dency to curtail the former explicit, and somewhat 
doubtful, ruling is noteworthy. 
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(4) Actual dishursement hy estate. — ^The neces- 
sity of this is expressly provided; also that it is not 
necessary that the dependents expend the money 
during the settlement of the estate. 

§ 157. Property previonsly taxed. 

The statute provides for the deduction from the 
estate of a resident of: 

'^An amount equal to the value at the time of 
the decedent's death of any property, real, per- 
sonal, or mixed, which can be identified as hav- 
ing been received by the decedent as a share in 
the estate of any i)erson who died within five 
years prior to the death of the decedent, or 
which can be identified as having been acquired 
by the decedent in exchange for property so re- 
ceived, if an estate tax under the Revenue Act 
of 1917 or under this Act was collected from 
such estate, and if such property is included in 
the decedent's gross estate." (Sec. 403 [a] 
[2]). 

The Regulations provide: 

** There may be deducted from the gross es- 
tate under this heading an amount equal to the 
value at the time of the decedent's death of any 
property which can be identified as having been 
received by him as a share in the estate of any 
person who died within five years prior to the 
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decedent's deatb, if an estate tax nnder the 
Revenue Act of 1917 or the Revenue Act of 1918 
was collected from such estate. There may also 
be deducted an amount equal to the value of 
property which can be identified as having been 
acquired by the decedent in exchange for prop- 
erty received as a share in the estate of such a 
prior decedent In order to establish the right 
of this deduction it must be shown — 

(1) That the two deaths occurred within five 
years of each other; 

(2) That the first decedent died after October 
3, 1917, the date of the passage of the Revenue 
Act of 1917, and that the second decedent died 
after February 24, 1919, the date of the passage 
of the Revenue Act of 1918; 

(3) That an estate tax has actually been col- 
lected from the estate of the prior decedent (the 
mere filing of a return for such an estate not be- 
ing sufficient) ; and 

(4) That the property received from the prior 
estate was returned as part of the gross estate 
of the prior decedent, and the property the value 
of which is sought to be deducted, or property 
taken in exchange therefor, has been included in 
the gross estate of the second decedent. 

The statute limits the deduction to the value 
of property which can be identified by the execu- 
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tor as having been received or acquired in the 
manner described. The burden rests upon the 
executor of proving that the estate is entitled 
to this deduction.'* (Art. 50.) 

§ 158. Same— Where property originally received is 
part of the gross estate. 
The Regulations provide: 

**If the property originally received from the 
prior estate is included in the decedent's gross 
estate, the executor must describe it fully, and 
prove its identity with the property received 
from the prior estate. The value to be deducted 
is the value at the time of the second decedent's 
death." (Art. 51.) 

§ 159. Same— Where the gross estate contains prop- 
erty tal^n in exchange for that previously 
taxed. 

The Regulations provide: 

**The deduction for substituted property is 
limited to property acquired in exchange for 
the identical property received from the estate 
of the prior decedent. Where there is a subse- 
quent exchange, the right to deduction is lost. 
Where, however, property is sold, and the pro- 
ceeds immediately invested in other property, 
the property purchased is deemed to be taken 
in exchange, and its value is deductible." (Art. 
52.) 
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160. Same— Proof required 

The Begalations provide: 

''In the case of an exchange the executor must 
describe and identify fully both the property 
originally received from the prior estate and the 
property acquired in exchange therefor. He 
must also state the date and nature of the trans- 
action by which the exchange was effected, the 
name and address of the transferee, and the con- 
sideration, if any, given or received by the de- 
cedent in addition to the property received from 
the prior estate. If the exchange was made by 
written instrument of public record, a precise 
reference must be made to the record contain- 
ing the instrument, and if by instrument not of 
record a copy of the instrument must be sup- 
plied. If there was no written instrument, an 
affidavit as to the facts of the exchange by one 
or more persons having personal knowledge of 
the matter must be furnished. *' (Art. 52.) 

i 161. Same— Deduction proportioned to value of 
original property. 
The Regulations provide: 

'*If at the time of exchange the decedent gave 
a consideration in addition to the property re- 
ceived from the prior estate, and acquired prop- 
erty of greater value than the property so re- 
ceived, there may be deducted the proportion of 
the value of the property received in exchange 
which the value of the original property bears 
thereto/' (Art. 52.) 
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§ 162. Charitable and similar bequests. 
The statute provides for the deduction from the 

estate of a resident: 

^^The amount of all bequests, legacies, de- 
yises, or gif ts, to or for the use of the United 
States, any State, Territory, any political sub- 
division thereof, or the District of Columbia, 
for exclusively public purposes, or to or for the 
use of any corporation organized and operated 
exclusively for religious, charitable, scientific, 
literary, or educational purposes, including the 
encouragement of art and the prevention of 
cruelty to children or animals, no part of the net 
earnings -of which inures to the benefit of any 
private stockholder or individual, or to a trus^ 
tee or trustees exclusively for such religious, 
charitable, scientific, literary, or educational 
purposes.** (Sec. 403 [a] [3]). 

§ 163. Same— What estates entitled to the deduo- 
tion. 
The statute provides that: 

'^This deduction shall be made in the case of 
the estates of all decedents who have died since 
December 31, 1917.** (Sec 403 [a] [3]). 
The Regulations provide: 

"The deduction may be claimed by the estates 
of all decedents dying after December 31, 1917. 
Where the tax has been paid without taking the 
deduction a claim for refund may be made, as 
provided by Article 110.** (Art 57.) 
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§ 164. Same— Bequests for religions^ charitaUei 
scientific, literary or edncational purposes 
—General rules for deduction— Remainder 
interests. 
The Begulations provide: 

** Bequests to religious, charitable, scientific, 
literary, or educational corporations are deduct- 
ible only if the corporation is organized or oper- 
ated exclusively for one of the purposes speci- 
fied (see Art. 54). Similarly in the' case of a 
trust, the trust must be exclusively for such pur- 
poses. It does not prevent deduction, however, 
that the property placed in trust is also subject 
to another trust for a private purpose. Thus, 
where money or property is placed in trust to 
pay the income to an individual during life, and 
then to pay or deliver the same to a charitable 
corporation, or apply the principal to a charit- 
able purpose, the charitable bequest or devise 
forms the basis for a deduction. The amount of 
the deduction, in such case, is the value, at the 
date of the decedent's death, of the remainder 
interest in the money or property which is de- 
vised or bequeathed to charity.*' (Art 53.) 

§ 165. Same— Gifts in decedent's life time. 
The Begulations provide: 

''Gifts made in the decedent's lifetime are 
deductible only if made in contemplation of 
death, or intended to take effect at or after 
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death, and the property is consequently included 
in the gross estate. Gifts made in satisfaction 
of a legacy are also deductible.*' (Art. 53.) 

§ 166. Same— Foreign bequest. 

The Regulations provide: 

**The deduction is not limited in the case of 
the estates of residents to bequests to domestic 
corporations or to trustees for use within the 
United States.'' (Art. 53.) 

§ 167. Same— Tests of exempt character of bequest 
The Regulations provide: 

**In order to be exempt the corporation or as- 
sociation must meet three tests: (1) it must be 
organized and operated for one or more of the 
specified purposes; (2) it must be organized and 
operated cvclmively for such purposes; and (3) 
no part of its income must inure to the benefit 
of private stockholders or individuals." (Art. 
54.) 

§ 168. Same— Charitable corporations^ 

The Regulations provide: 

** Charitable corporations include an associa- 
tion for the relief of the families of clergymen, 
even though the latter make a contribution to 
the fund established for this purpose; or for 
furnishing the services of trained nurses to per- 
sons unable to pay for them; or for aiding the 
general body of litigants by improving the effi- 
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cient administration of justice. Educational 
corporations include an association whose sole 
purpose is the instruction of the public, even if 
it merely disseminates propaganda on a single 
question. Thus an association inculcating pro- 
hibition or protectionist principles is exempt. 
The same is true of an association to promote 
acquaintance with the Spanish language and 
literature, although it has incidental amusement 
features; of an association to increase knowledge 
of the civilization of another country; and of a 
Chautauqua association whose primary purpose 
is to give lectures on subjects useful to the indi- 
vidual and beneficial to the community, and 
whose amusement features are incidental to this 
purpose. Societies designed to encourage the 
performance of first-class orchestral music are 
not exempt, the purpose being merely to pro- 
vide a high grade of entertainment. Scientific 
corporations include an association for the sci- 
entific study of law, to the end of improvement 
in its administration. '* (Art. 54, par. [1]). 

§ 169. Religious corporations conducting business 
enterprise. 
The Regulations provide: 

** Where a religious corporation owns a large 
quantity of farm land and works it, and also 
manufactures and sells clothing and other ar- 
ticles for profit, it is not operated exclusively 
for religious purposes and is not exempt, even 
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though its property is held in common and its 
profits do not inure to the benefit of individual 
members of the society. '^ (Art. 54, par. [2]). 

§ 170. Who are private stockholders or individuals. 
The Regulations provide: 

'*It does not prevent exemption that private 
individuals, for whose benefit a charity is organ- 
ized, receive the income of the corporation or 
association. The statute refers to individuals 
having a personal and private interest in the ac- 
tivities of the corporation, such as stockholders. 
If, however, a corporation issues * voting 
shares,' which entitle the holders upon the dis- 
solution of the corporation to receive the pro- 
ceeds of its property, including accumulated in- 
come, the right to exemption does not exist, even 
though the by-laws provide that the sharehold- 
ers shall not receive any dividend or other re- 
turn upon their shares.'' (Art. 54, par. [3] ). 

§ 171. Proof of exemption. 

The Begnlations provide: 

**In order to prove his right to this deduction 
the executor must submit: 

(1) Certified copy of the will of the decedent, 
or the instrument of gift in the case of a trans- 
fer of property in contemplation of death. 

(2) A receipt, statement, or other documen- 
tary evidence to show the beneficiary'^s receipt 
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of, or intention to accept, the legacy, devise, or 
gift. 

(3) Affidavit of the executor stating whether 
any action has been instituted to contest the 
will, or whether, according to his information 
and belief, any such action is contemplated. 

(4) Such other document or evidence as may 
be specified by the Bureau.'' (Art. 55.) 

§ 172. Oonditional bequests. 
The Begnlations provide: 

^* Where the bequest, legacy, devise, or gift is 
dependent upon the performance of some act, 
or the happening of some event, in order to be- 
come effective it is necessary that the perform- 
ance of the act or the occurrence of the event 
shall have taken place before the deduction can 
be allowed. Where, by the terms of the bequest, 
devise or gift, it is subject to be defeated by a 
subsequent act or event, no deduction will be 
allowed.'' (Art. 56.) 
The ruling as to gifts upon condition precedent 
seems readily sustainable, since such gifts do not 
actually become effective until the performance of 
the condition. 

The ruling as to gifts upon condition subsequent 
is more vulnerable. Such gifts become operative at 
once, being merely subject to be defeated upon the 
happening of the subsequent condition. For this 
Kason it is by no means clear that such cases do not 
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come within the proyisions of the statute. The rul- 
ing, however, has apparently not yet been chal- 
lenged. 

§ 173. Same— ffpedflc alleged dioritable bequests. 
A bequest to the Youngstown Foundation is held 
to be deductible.** A trust to apply the income to 
such poor and deserving persons in or near a speci- 
fied town as the trustees may select is held to con- 
stitute a deductible bequest, the relief of the poor 
being a charitable purpose, and the charitable na- 
ture of the gift not being affected by its localization 
or the discretionary powers of the trustees. A trust, 
however, to apply the income to the ** beneficial 
usage" of the citizens of a town, *^ without any re- 
gard to what may be deemed legal or public chari- 
ties under the laws of the State'' is held not to con- 
stitute a deductible gift, the word '^ beneficial'' be- 
ing equivalent to ** benevolent," a term embracing 
non-charitable purposes.** 

40. This is a trust instituted and executed by a trust com- 
pany in the City of Toungstown, Ohio, for charitable and 
educational purposes. 

41. A point frequently passed upon by the courts. See Adye 
V. Smith, 44 Conn. 60; Murdock v. Bridges, 91 Me. 124, 39 AtL 
Rep. 475; Chamberlain v. Steams, 111 Mass. 267; Qerman 
Corporation of Negaunee ▼. Negaunee Carman Aid Society, 
172 Mich. 650, 138 N. W. Rep. 343; Hegeman's Executors v. 
Roome, 70 N. J. Eq. 562, 62 Atl. Rep. 392; Van Syckel v. 
Johnson, 80 N. J. Eq. 117, 70 Atl. Rep. 657; People ▼. Powers, 
147 N. T. 104, 41 N. E. Rep. 432; In re Altman's Estate, 87 
Misc. 255, 149 N. T. Supp. 601. 
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Similarly, a bequest to trustees for the erection of 
an auditorium, to be used for the enjoyment, enter- 
tainm^t and education of persons residing in a city 
and its vicinity, is held not to be deductible, not be- 
ing for charitable or other specified purposes. 

A bequest to trustees of a church or of a cemetery 
of a fund, with directions to apply the income to the 
upkeep of a private cemetery lot, is not for a religi- 
ous or charitable purpose, and is not deductible. 
The same is true of a trust created for the care of an 
animal owned by the decedent. 

§ 174. Same— Amoont of dednctioiL 

As already seen, where the exempt bequest is of 
a remainder interest the amount of the deduction is 
the value of this interest at the time of the deced- 
ent's death. It is held not to be necessary that the 
gift be of an outright, present interest. It is, how- 
ever, held to be essential to deduction that the value 
of the exempt gift at the time of the decedent's death 
shall be determinable with reasonable certainty. 
Thus, where the exempt gift is preceded by a com- 
plicated series of trusts for private individuals, with 
reference to one of which the trustee has absolute 
discretion to apply the principal of the fund to the 
use of the beneficiary, thus diverting the property 
from the exempt purpose, no deduction will be al- 
lowed.*^ Where, however, the gift takes effect at 

42. But it is ruled in this connection that a claim for refund 
may be made later when the amount of the charitable gift is 
determinable. 
11 
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the death of the decedent, the application of the in- 
come in perpetuity to a charitable purpose amounts 
to a charitable gift of the principal of the trust fund, 
and the entire amount thereof is deductible. 

The amount of the deduction is that actually re- 
ceived by the legatee having the specified exempt 
character. Thus, where the legacy is subject to an 
inheritance tax, so that the legatee obtains only what 
remains after deduction of the tax, this remaining 
sum represents the amount of the deduction. The 
same rule is applied where the decedent bequeaths 
his residuary estate to one of the specified exempt 
institutions. As the federal tax must be deducted 
before payment of the legacy, the deductible bequest 
is only what remains after payment of the tax.^' 

48. There is a difficulty in such a case, due to the fact that 
the amount of the tax and of the deductible bequest are both 
unknown, and that each amount is dependent upon the other. 
An algebraical formula can, however, be obtained in any such 
case for determining each of these factors. This formula has 
been determined in the case of a taxable estate between 
$250,000 and $450,000, where the decedent dies between Octo- 
ber 4, 1917, and February 24, 1919. X (unknown) representing 
the amount of the tax, and T (known) the amount of all tax- 
able bequests, the formula is as follows: 

.08 T — $13000 

X= 

.92 
The amount of the tax being thus found, the amount of the 
deductible residuary bequest is readily ascertained. 
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§ 175. Specific exemptioiL 

The statute provides, finally, for the deduction of 
^*An exemption of $50,000.'' (Sec. 405 [a] [4]). 
The Regulations provide: 

** There may be deducted from the gross es- 
tate of all resident decedents a specific exemp- 
tion of $50,000. No part of this exemption is 
allowed in the case of nonresident decedents. 
(See Art. 59.) If more than one return is made 
for purposes of the tax, the exemption may be 
taken only once.'* (Art. 58.) 

NOKBBSmENT BSTATBS 

§ 176. In general. 

The statute provides that the net estate shall be 
determined: 

** (b) In the case of a nonresident, by deduct- 
ing from the value of that part of his gross es- 
tate which at the time of his death is situated 
in the United States — 

** (1) That proportion of the deductions speci- 
fied in paragraph (1) of subdivision (a) of this 
section which the value of such part bears to 
the value of his entire gross estate, wherever 
situated, but in no case shall the amount so de- 
ducted exceed 10 per centum of the value of that 
part of his gross estate which at the time of his 
death is situated in the United States.^' (Sec 
403 [b] [1]). 
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§ 177. Maimer of making dednetioiL 

The Begalations provide: 

'^The gross estate of a resident and of a non- 
resident are made up in the same way. In ascer- 
taining the net estate, however, which is subject 
to tax, there is a radical difference between the 
two cases. Whereas the net estate in the case 
of a resident is determined by making the speci- 
fied deductions from the entire gross estate, the 
net estate in the case of a nonresident is deter- 
mined by making the deductions from the value 
of so much of the gross estate as is situated in 
the United States. Thus, in substance, the stat- 
ute attempts to tax only the transfer of so much 
of the estate of a nonresident as is situated in 
the United States. On the other hand, nonresi- 
dent estates are not entitled to the specific ex- 
emption of $50,000.'' (Art. 59.) 

§ 178. Claims, administration expenses, etc. 

These are the deduction items specified in para- 
graph (1) of subdivision (a) of Section 403. They 
may be deducted only to the extent specified in the 
provisions of the statute concerning nonresident es- 
tates. The Regulations provide: 

^*The character of the deduction is the same 
as in the case of resident estates. (See Arts. 37 
to 49.) It is inmiaterial whether the expendi- 
tures are incurred or paid in this country or else- 
where. The deduction, however, is subject to 
limitations which do not apply in the case of a 
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resident Estate. Only that proportion of the 
claims and expenses is deductible which the 
value of the property situated in the United 
States bears to the value of the entire gross es- 
tate, wherever situated; and in no event may a 
sum be deducted in excess of 10 per cent of the 
value of the property situated in the United 
States/' (Art. 61.) 

§ 170. Property previously taxed 

The statute provides for the deduction from the 
gross estate of a nonresident of: 

''An amount equal to the value at the time of 
the decedent's death of any property, real, per- 
sonal, or mixed, which can be identified as hav- 
ing been received by the decedent as a share in 
the estate of any person who died within five 
years prior to the death of the decedent, or 
which can be identified as having been acquired 
by the decedent in exchange for property so re- 
ceived, if an estate tax under the Revenue Act 
of 1917 or under this Act was collected from 
such estate, and if such property is included in 
that part of the decedent's gross estate which 
at the time of his death is situated in the United 
States." (Sec. 403 [b] [2]). 
It will be observed that the limitation of the de- 
duction to 10 per cent of the value of the gross estate 
situated in the United States, applied to the items 
specified in paragraph (1) of subdivision (a), is not 
imposed with reference to property previously taxed. 
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The Regulations provide: 

^^The value of property owned by a nonresi- 
dent person dying after October 3, 1917, or form- 
ing part of the gross estate of the decedent, may 
be deducted within the limitations prescribed 
with reference to resident estates (see Art. 50), 
and subject to the further condition that the 
property shall have been situated in the United 
States at the time of the death of the second de- 
cedent. The detailed rules for deductions in the 
case of nonresident estates are consequently as 
follows: 

(1) That the two deaths occurred within five 
years of each other. 

(2) That the first decedent died after October 
3, 1917, and that the second decedent died after 
February 24, 1919. 

(3) That an estate tax has actually been col- 
lected from the estate of the first decedent (the 
mere filing of a return not being sufficient). 

(4) That the property originally received 
from the prior estate has been returned as part 
of the gross estate of the prior decedent, and 
that the property sought to be deducted is either 
the identical property so returned or was taken 
in exchange for such property; and 

(5) That the property sought to be deducted 
shall have been situated in the United States at 
the time of the death of the present decedent.'' 
(Art. 62.) 
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Pablie, eharitable and similar gifts — ^Deduction limited. 

The same rales for determining when property is 
acquired in exchange apply to the case of the estate 
of a nonresident as to the estate of a resident.^ ^ 

§ 180. Public, charitable and similar gifts. 
The statute provides for the deduction from the 

estate of a nonresident of : 

''The amount of all bequests, legacies, de- 
vises, or gifts, to or for the use of the United 
States, any State, Territory, any political sub- 
division thereof, or the District of Columbia, 
for exclusively public purposes, or to or for the 
use of any domestic corporation organized and 
operated exclusively for religious, charitable, 
scientific, literary, or educational purposes, in- 
cluding the encouragement of art and the pre- 
vention of cruelty to children or animals, no 
part of the net earnings of which inures to the 
benefit of any private stockholder or individual, 
or to a trustee or trustees exclusively for such 
religious, charitable, scientific, literary, or edu- 
cational purposes within the United States. *' 
(Sec. 403 [b] [3]). 
As in the case of property previously taxed, the 

deduction is not limited to 10 per cent of the value 

of the gross estate situated in the United States. 

§ 181. Dedncticm limited to domestic gifts. 

It will be observed that the statute limits the de- 
duction to gifts to a "domestic corporation '* or to 

44. See Regulations, Art. 62. 
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trosts for the specified pnrposes ^* within the United 
States." A distinction is here drawn between the 
estates of residents and nonresidents. Gifts of thid 
character, when made by a resident, are deductible 
without reference to whether the donee is a domestic 
or a foreign corporation, or where the trust is to be 
executed. 
The Regulations provide: 

^* Where the bequest is to a corporation, it is 
limited to a domestic corporation; that is, one 
created or organized in the United States. 
Where the bequest is to a trustee, it must be for 
use exclusively within the United States. The 
requirements are different and should not be 
confused. The first relates to the character of 
the donee; the second to the character of the use 
of the gift. With these exceptions the rules for 
deduction are the same as in the case of resident 
estates (see Arts. 53, 54).'' (Art. 63.) 

§ 182. Estates entitled to the deduction. 

The statute provides that — 

'^This deduction shall be made in case of the 
estates of all decedents who have died since De- 
cember 31, 1917.'' (Sec. 403 [b] [3]). 
This provision is the same as in the case of the es* 
tates of residents. 
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Information as to foreign property — Claims for refund. 

§ 183. Inf ormation as to foreign property. 

The statute provides: 

''No deduction shall be allowed in the case of 
a nonresident unless the executor includes in the 
return required to be filed under section 404 the 
value at the time of his death of that part of the 
gross estate of the nonresident not situated in 
the United States/^ (Sec. 403.)« 

§ 184. Claims for refund. 

The statute provides: 

''In the ease of any estate in respect to which 
the tax under existing law has been paid, if 
necessary to allow the benefit of the deduction 
under paragraph (3) of subdivision (a) or (b) 
the tax shall be redetermined and any excess of 
tax paid shall be refunded to the executor/' 
(Sec. 403.) 

45. See in this connection the role (infra, pp. 193^) requir- 
ing information from nonresident estates, whether or not the 
executor seeks deductions. 
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CHAPTER V. 

SIXTY-DAY NOTICE. 

RESIDENT ESTATES. 

S 185. The statute. 
The statute provides: 

*^That the executor, within sixty days after 
qualifying as such, or after coming into posses- 
sion of any property of the decedent, whichever 
event first occurs, shall give written notice there- 
of to the collector.'* (Sec. 404.)* 
It will be observed that the statutory requirement 
is general. It is n6t, as in the case of the return, 
conditioned upon the size of the estate.* There 
would, however, be no reason for requiring the notice 
in the case of estates obviously too small to be sub- 
ject to tax. The Regulations recognize this, and re- 
quire the notice only in the case of taxable estates. 
They provide: 

**A preliminary notice, called the 60-day no- 
tice, is required to be filed in the case of every 
resident decedent who died on or after February 
25, 1919, the gross amount of whose estate ex- 
ceeds $50,000. This notice must be filed in 
duplicate with the collector in whose district 
the decedent had his domicile at the time of his 



1. Under the Revenue Act of 1916 (Sec. 205) the notice 
required within thirty days of qualification or receipt of prop- 
erty. 

2. See pp. 182, 183. 

[168] 
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Prior rule — ^Notiee by executor. 

death. Where there is doubt as to whether the 
gross estate exceeds $50,000, the notice should 
be filed, as matter of precaution, in order to 
avoid penalties.*' (Art. 66.) 
These provisions conform the requirements as to 
notice with those with reference to the return.* 

§ 186. Notice under Revenue Act of 1016. 

The Regulations provide: 

*^ Prior to February 25, 1919, the notice was 
required if the gross estate exceeded $60,000, 
or if there was any net estate after the deduc- 
tions allowed by law, including the $50,000 ex- 
emption, had been taken. These provisions are 
not now in effect except to determine delin- 
quency under previous acts.'* (Art. 66.) 
That is, the requirements as to notice under the 
previous Act conformed to the somewhat different 
requirements then existing with reference to the re- 
turn.* 

§ 187. Notice by executor or administrator. 
The Regulations provide: 

**The executor or administrator of an estate 
is required to file notice on Form 704 within 60 
days of his appointment by the court, or of com- 
ing into possession of any property of the estate, 
whichever event occurs first. The primary pur- 

8. See pp. 182, 183. 

4. See Revenue Act of 1916, Sec. 205. 
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pose of the notice is to advise the Government 
of the existence of taxable estates, and filing 
should not be delayed beyond the 60-day period 
because of uncertainty as to the exact value 
of the assets. Since the filing of the notice with- 
in the prescribed period is mandatory, the esti- 
mate of the gross estate called for by the notice 
is merely the best approximation of value which 
can be made within the time allowed. The in- 
structions upon the back of the form should be 
read carefully before executing the notice. The 
signature of one executor or administrator upon 
Form 704 is sufficient.'' (Art. 67.) 

§ 188. Notice by other than executor or adminis- 
trator. 
The statute provides: 

**The term ^executor' means the executor or 

administrator of the decedent, or, if there is no 

executor or administrator, any person who takes 

possession of any property of the decedent.'* 

(Sec. 400.) 

The obvious purpose of this provision is to secure 

ijoformation with reference to taxable estates, 

whether or not they are administered in the ordinary 

way. A liberal construction is given to the language, 

in accordance with this policy. The Regulations 

provide: 

**The notice upon Form 704 must be filed by 
others than the executor or administrator if 
either of the following situations exists: 
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Where no executor appointed. 

(1) No executor or administrator has been 
appointed. 

X2) There is property included in the gross 
estate, as defined by statute, which has not, and 
will not, come into the custody and control of 
the executor. 

In these cases, the persons in possession of the 
property included in the gross estate are execu- 
tors, within the meaning of the statute, for the 
purpose of filing the notice.*' (Art. 68.)* 

§ 189. Wbere no executor appointed. 

The Regulations provide: 

** Where no executor or administrator has 
been appointed, the person taking possession of 
property at the time of death is required to file 
notice within 60 days of the date of death. The 
notice must be filed whether possession of the 
property was held at the date of death, or was 
acquired thereafter. The notice on Form 704 
must be filed by such persons in any case where 
an executor or administrator has not been ap- 
pointed within 60 days of the decedent's death, 
although one is appointed subsequently. Where 
an executor or administrator is appointed with- 

6. It may perhaps be a question whether the substitionary 
provision of the statute applies to a ease in which an executor 
or administrator has been appointed. The Regulations con- 
strue the language liberally, so as to make the words "ex- 
ecutor'' or '^ administrator" apply only to a person holding and 
administering the particular property in question. 
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in the 60-day period, the duty of filing the notice 
devolves upon him; and all other persons are 
relieved from liability to file with respect to 
property coming into the custody and control 
of the executor or administrator/' (Art. 69.) 

§ 190. When property not within executor's controL 
The Begulations provide: 

** Where there is property that will not come 
into the custody and control of the executor, but 
which is included in the gross estate as defined 
by the statute, the notice on Form 704 must be 
filed within 60 days of the date of death by the 
person in possession or control of the property 
at the time of death. 

The persons required to file Form 704, in com- 
pliance with this requirement, includes the fol- 
lowing: 

(1) The surviving husband or wife in the 
case of property owned as tenants in the en- 
tirety. 

(2) Donees who have received within two 
years prior to the decedent's death any gift of 
material value from the decedent, or who have 
received at any time whatever gifts made by the 
decedent in contemplation of death or intended 
to take effect at or after death. 

(3) Trustees holding property conveyed dur- 
ing lifetime by decedent in contemplation of 
death, or with intent to provide for others at or 
after the decedent's death, regardless of the date 
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of execution of the instrument making the con- 
veyance. 

(4) Fiduciaries holding property of any kind 
jointly for the decedent and another or others. 
Eixample: A savings bank holding a joint ac- 
count in the name of the decedent and another, 
payable to either or to the survivor, must file 
Form 704 for the full amount of the account. 

(5) Trustees having in charge property over 
which the decedent exercised a general power 
of appointment, and which will not come into 
the possession and control of the executor or ad- 
ministrator. 

(6) Beneficiaries other than the executor who 
receive insurance upon the decedent ^s life, pro- 
vided the total amount of the insurance receiv- 
able by all such beneficiaries exceeds $40,000." 
(Art. 70.) 

In analogy to these cases specified in the Begula- 
tions, it is ruled that where money standing in the 
joint names of two persons is payable to the sur- 
vivor, who receives it, such survivor is liable to give 
the 60-day notice with respect to the money so 
received. 

§ 191. Same— Notice by succeeding beneficiary. 
The Begulations provide: 

**The primary duty of filing notice with re- 
spect to property which will not come into the 
executor's control rests upon the person actually 
in possession at the time of death. It is the 
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duty of the succeeding owner, however, where 
property of this character is held at the time of 
death by an agent or, fiduciary, to give notice 
within 60 days of the date of taking possession, 
unless he finds that notice has already been filed. 
For example, the appointee of property, under 
a general power of appointment exercised by 
the decedent, should file notice within 60 days 
of receiving possession, unless the notice has 
already been filed.'' (Art. 70.) 
The illustration here given is not exclusive. The 
ruling would doubtless apply to the case, for in- 
stance, of a person receiving the proceeds of a joint 
bank account upon the death of the decedent.* 

§ 102. Notice by insurance companies. 
The Regulations provide: 

** Sixty-day notice upon Form 787 must be 
filed by every insurance company which pays 
insurance upon the life of a resident decedent to 
beneficiaries other than the executor or admin- 
istrator in amounts aggregating more than 
$40,000, or which has knowledge of insurance 
payable to such beneficiaries by other insurance 
companies, aggregating, with amounts payable 
by the company itself, more than $40,000. • • • 
Notice should be filed with the collector of the 
district in which the decedent had his domicile 
within 60 days of receipt by the company of no- 
tification of death. If the insurance company 

6. See pp. 173, 1S4-5. 
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is in doubt as to its liability to give notice, the 
notice should be filed.'' (Art. 71.) 

This ruling involves the proposition that the com- 
pany ** takes possession'* of property of the deced- 
ent, and is consequently an executor within the 
meaning of the statute. In this respect the company 
appears to be in substantially the same position as 
one in possession of property during the life of the 
decedent, and continuing such possession after hi? 
death.^ 

There is the further question whether the posses- 
sion so taken is **of any property of the decedent.*' 
Technically, that might be doubtful. The purpose 
of the statute, however, is evidently to secure com- 
plete notice of all property constituting part of the 
gross estate; and a broad construction of the word 
** property of the decedent" is in furtherance of the 
statutory intent. 

§ 193. Annuity policies. 
The Regulations provide: 

**If the proceeds of any policy are payable in 
the form of an annuity, the present worth of 
such annuity, for the purpose of deducting the 
$40,000 exemption, should be computed in ac- 
cordance with the provision of Article 20." 
(Art. 71.)« 

7. As to which see Treasury Decision 2421; Deo. 22, 1916. 
The Bnrean has always taken the position that such a case 
comes within the statutory definition. 

8. Relating to the "Valuation of annuities, life, and re- 
mainder interests." 

12 
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§ 194. Insurance taken ont with foreign branch. 

The Begulations provide: 

** Where insurance is taken out with a foreign 
branch of a domestic insurance company^ the 
notice should be given by the home office of the 
company within 60 days of the receipt by the 
foreign branch of information of the decedent's 
death/' (Art. 71.) 

§ 195. Where military exemption claimed. 
The Relations provide: 

**The executors of estates exempted from the 
tax (see Art. 9) are required to file the 60-day 
notice with the proper collector in the same 
manner as the executors of taxable estates. The 
executor should, in addition, write across the 
face of the form the words 'Military exemption 
claimed.''' (Art. 72.) 

ESTATES OF NONBBSn)BKTS 

§ 196. Local executor— When to file notice. 

The Begulations provide: 

**A 60-day notice on Form 705 should be filed 
with the (Commissioner of Internal Revenue, 
Washington, D. C, by every executor or admin- 
istrator appointed in the United States. The 
notice is necessary if any part of the decedent's 
gross estate was situated in tlie United States at 
the time of death, regardless of the value of that 
part or of the entire gross estate." (Art. 73.) 
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§ 197. Notice by person in possession. 

The Begulations provide: 

^^If no executor or administrator has been ap- 
pointed in this country, notice must be filed 
within 60 days of the date of death by every per- 
son in possession of any part of the gross estate 
in the United States. If such person has no 
knowledge of the decedent's death within 60 
days of its occurrence, he should file this notice 
immediately upon obtaining such knowledge. 
The filing of notice by a foreign executor or ad- 
ministrator does not relieve persons in posses- 
sion from the duty of filing notice. If there is 
a delay in the appointment of a local executor 
or administrator of more than 60 days after the 
death, i>ersons in possession should file notice. 
The term 'person in possession of property of 
the decedent' includes the decedent's agents or 
representatives; donees and transferees or trus- 
tees of property transferred in contemplation 
of death; the surviving owner of property held 
jointly; safe-deposit companies, warehouse com- 
panies, and similar custodians of property in 
this country of a nonresident decedent; brokers 
holding as collateral securities belonging to the 
decedent or investment funds owned by the de- 
cedent; banking institutions holding money on 
deposit or for any specific purpose, such as pur- 
chase of goods, if the title rests in the decedent; 
and debtors of the decedent in this country.'' 
(Art. 73.) 
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§ 198. Oomparison with rule in case of resident es- 
tates. 
Analysis of the respective rules indicates that in 
one respect the rule laid down for the estates of resi- 
dents is more sweeping than that applied to the es- 
tates of nonresidents. In the latter case persons in 
possession are required to file notice only where no 
local executor has been appointed; and this rule ap- 
pears to be extended to property which would never 
come into the possession of the personal representa- 
tive, such as property received from the decedent in 
his life time or obtained by survivorship after his 
death. In the case of resident estates, however, the 
right is expressly reserved to require notice from the 
beneficiary, whether or not an executor has been ap- 
pointed, with reference to property not coming into 
the possession of the executor.* 

§ 199. Notice by transfer agent. 
The Regulations provide: 

**A 60-day notice upon Form 714 is required 
to be filed whenever a corporation, its transfer 
agent, register, or paying agent, is called upon 
to make a transfer of stocks or bonds, or to pay 
interest or dividends, to any successor in inter- 
est of any nonresident stockholder or bond- 
holder who died after September 8, 1916, unless 
the transfer is made upon the order of an execu- 
tor or administrator appointed in the United 

9. See pp. 172-3. 
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States. The notice is required for dividends de- 
clared prior to the day of death, and for interest 
which had accrued on bonds prior to the death 
of the decedent although payable thereafter. 
Notice should be filed with the Commissioner of 
Internal Revenue at Washington, D. C, within 
60 days of the date of death, or immediately 
upon receipt of the order of transfer or pay- 
ment. A transfer agent should be vigilant to 
report all cases in which the fact of the death 
of a nonresidfent appears. Where the securities 
are received without the personal assignment of 
the decedent, but with the transfer order of the 
foreign executor, it is clear that the case should 
be reported. Where the securities bear the per- 
sonal assignment of the decedent, the transfer 
should be reported if made upon the order of a 
foreign executor, or if information is received 
in any other manner that the record owner has 
died a nonresident of the United States.'* (Art. 
74.) 
The justification for this requirement appears to 
be substantially the same as for that relating to in- 
surance companies.*® It will be observed that there 
is no similar requirement for resident estates, in 
which case it is evidently considered safe to rely 
upon information from the executor or the trans- 
feree of the stock. 

10. See pp. 174-5. 
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§ 200. Explanation of rale. 

The Begnlations provide: 

**In order to prevent loss of the tax upon non- 
resident estates^ it is essential that transfer 
agents should exercise great care in reporting 
all transfers of the kind described. Their rec- 
ords will be examined from time to time by in- 
ternal revenue officers to determine whether this 
regulation is being strictly complied with. Fail- 
rue to file notice in the manner prescribed will 
render the transfer agent liable to a fine.'' 
(Art. 75.) 

§ 201. Insurance companies. 

The Regulations provide: 

**The 60-day notice upon Form 788 must be 
filed by every domestic insurance company 
which pays insurance upon the life of the non- 
resident decedent in any amount either to a for- 
eign executor or administrator, or to indidvidual 
beneficiaries. The notice should be filed with 
the Commissioner of Internal Revenue, Wash- 
ington, D. C, within 60 days of receipt of proof 
of claim. No notice is required to be filed, if the 
only insurance paid is receivable by an execu- 
tor appointed in the United States. If, however, 
the company is liable to give notice, it is re- 
quired to report insurance of all classes in order 
that its statement may be complete.'* (Art. 76.) 

This ruling requires notice where the company 
has a policy payable to a beneficiary other than the 
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executor, although for less than $40,000; and where 
notice is thus necessary it is required to give notice 
also of insurance payable to the local executor, al- 
though this of itself would not be a subject for no- 
tice. The requirement for notice of individual in- 
surance less than $40,000 might seem unnecessary. 
It is of practical importance, however, since the de- 
cedent may have taken out similar insurance with 
other companies, and the aggregate amount might 
exceed $40,000. The requirement is not limited, as 
in the case of resident estates, to cases in which the 
company has knowledge of other insurance sufficient 
to make the total amount more than $40,000.^^ 

§ 202. Same— Foreign policies. 

Since the statute provides for the inclusion in the 
gross estate of insurance taken with **a domestic cor- 
poration" regardless of other circumstances,^* the 
company is required to give the 60-day notice with 
reference to insurance taken out by a nonresident 
with a local branch of the company in a foreign 
country, and paid out of funds kept on deposit in 
that country, as required by the local law. 

11. See p. 174. 

12. See See. 403. 
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RETURN. 

BESIDENT ESTATES. 

§ 203. The statute. 
The statute provides: 

**The executor shall also, at such timos and in 
such manner as may be required by regulations 
made pursuant to feiw, file with the collector a 
return under oath in duplicate, setting forth (a) 
the value of the gross estate of the decedent at 
the time of his death, or, in case of a nonresi- 
dent, of that part of his gross estate situated in 
the United States; (b) the deductions allowed 
under section 403; (c) the value of the net estate 
of the decedent as defined in section 403; and 
(d) the tax paid or payable thereon; or such 
part of such information as may at the time be 
ascertainable and such supplemental data as 
may be necessary to establish the correct tax. 

** Return shall be made in all cases where the 
gross estate at the death of the decedent exceeds 
$50,000, and in the case of the estate of every 
nonresident any part of whose gross estate is 
situated in the United States. If the executor 
is unable to make a complete return as to any 
part of the gross estate of the decedent, he shall 
include in his return a description of such part 
and the name of every person holding a legal or 
beneficial interest therein, and upon notice from 
the collector such person shall in like manner 

[1821 
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make a return as to such part of the gross es- 
tate. The Commissioner shall make all assess- 
ments of the tax under the authority of exist- 
ing administrative special and general provi- 
sions of law relating to the assessment and col- 
lection of taxes.'' (Sec. 404.)* 
The Regulations provide: 

**A return on Form 706 is required in the case 
of every resident decedent who died on or after 
February 25, 1919, leaving a gross estate exceed- 
ing $50,000 in value. • • • In the Qase of dece- 
dents who died before February 25, 1919, the 
effective date of the Revenue Act of 1918, the 
return is required if the gross estate exceeds 
$60,000, or if there is any net estate after the 
legal deductions, including the $50,000 exemp- 
tion, have been taken. In the case of estates of 
nonresidents return is required if the decedent 
owned any property in the United States re- 
gardless of value. (See Art. 88.)'' (Art. 77.) 

§ 204. Return by executor. 
The Regulations provide: 

**The statute provides that the executor or 
administrator shall file the return. If there is 
more than one executor or administrator, the 

1. Under the Revenne Act of 1916, the return was required 
''in all cases of estates subject to the tax or where the gross 
estate at the death of the decedent exceeds $60,000.'' (Sec. 
205.) The present requirement is more sweeping, and may in 
certain oases require a return where the estate is not liable to 
tax. 
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return must be made jointly by alL • • • 
The executor or administrator is required to 
make a return of the entire gross estate of the 
decedent, including property which will not 
come into his possessio^, such as property trans- 
ferred by the decedent before death, and prop- 
erty owned by tenants in the entirety/' (Art 
80.) 

§ 205. Same— Immfflcient knowledge— Return by 
benefldary. 

The statute provides: 

''If the executor is unable to make a complete 
return as to any part of the gross estate of the 
decedent, he shall include in his return a de- 
scription of such part and the name of eyery 
person holding a legal or beneficial interest 
therein, and upon notice from the collector such 
person shall in like manner make a return as to 
such part of the gross estate." (Sec. 404.) 

The Regulations provide: 

''If the executor is unable to make a complete 
return as to any part of the gross estate, he is 
required to give all the information he has as to 
such property, including a full description, and 
the name of every person holding a legal or bene- 
ficial interest in the property. Where the ex- 
ecutor is unable to make a return as to any 
property, the statute requires every person 
holding a legal or beneficial interest therein, 
upon notice from the collector, to make return 
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as to such part of the gross estate.'* (Art. 

80.)^ 
In accordance with this role, it is roled that a 
return may be required from the survivor of the 
two joint owners of a bank account, to whom the 
money is paid upon the decedent's death. 

§ 206. Where no executor appointed. 
The statute provides: 

**The term * executor' means the executor or 

administrator of the decedent, or, if there is no 

executor or administrator, any person who takes 

possession of any property of the decedent." 

(Sec. 400.) 

The Regulations provide: 

** Where no executor or administrator has 
been appointed, every person in possession of 

2. The Revenue Act of 1916 contained the same provision 
(See. 205) as See. 404. Although the statutory provisions are 
the same, the rulings under the former act handled the matter 
of the return in a somewhat different way from the present 
Regulation^ Returns were divided into "tentative'' and 
**final.'' (Treasury Decision 2415, Dec 14, 1916; Treasury 
Decision 2756, Sept. 5, 1918.) There was an absolute require- 
ment that the ''tentative'' return should be filed a year from 
the death, and should set forth the condition of the estate as 
accurately as possible. The collector might then grant an 
extension of ninety days to file the "final" return, at the 
expiration of which period the executor was required to file 
the "final" return or a detailed statement of his reasons why 
he could not do so. (Treasury Decision 2756, pp. 304-5.) The 
present Regulations provide for a single return, the character 
of which is not specified. 
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any part of the gross estate is considered to be 
an executor for the purposes of the tax, and is 
liable for a return as to the property in his pos- 
session/' (Art. 80.) 

§ 207. Return in proper form to be accepted. 

The statute provides for the filing of a return in a 
specified form, and certain penalties for failure to 
file and for th^ filing of a false return;' also for the 
filing by the collector or the Commissioner of a re- 
turn in place of one containing incorrect or false 
statements.^ Under these circumstances, it is ruled 
that a return in the prescribed form will be accepted, 
even though it shows on its face that it is not cor- 
rect — the executor being entitled in this way to avoid 
the penalty for failure to file, and the remedy of the 
Government being the enforcement of the penalties 
and the filing of a correct return by the collector or 
the Commissioner. 

§ 208. Return by collector or Oonmiissioner. 

The statute provides: 

**That if no administration is granted upon 
the estate of a decedent, or if no return is filed 
as provided in section 404, or if a return con- 
tains a false or incorrect statement of a ma- 
terial fact, the collector or deputy collector shall 
make a return and the Commissioner shall as- 
sess the tax thereon.'^ (Sec. 405.) 

3. Revenue Act of 1918, Sec. 410; R. 6., Sec. 3176 (Comp. 
Sts., 1916, Sec. 5899). 

4. Revenue Act of 1918, Sec. 405. 
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The Revised Statutes provide: 

'*If any person, corporation, company, or as- 
sociation fails to make and file a retnm or list 
at the time prescribed by law or by regulation 
made under authority of law, or makes, will- 
fully or otherwise, a false or fraudulent return 
or list, the collector or deputy collector shall 
make the return or list from his own knowledge 
and from such information as he can obtain 
through testimony or otherwise. In any such 
case the Commissioner may, from his own 
knowledge and from such information as he can 
obtain through testimony or otherwise, make a 
return or amend any return made by a collector 
or deputy collector. Any return or list so made 
and subscribed by the Commissioner, or by a col- 
lector or deputy collector, and approved by the 
Commissioner, shall be prima facie good and 
sufficient for all legal purposes.*' (B. S., Sec. 
3176; Comp. Sts. 1916, Sec. 5899.) 

The Regulations provide: 

**The statute provides that if no return is 

. filed for the estate of a decedent, or if a return 
contains a false or incorrect statement of a ma- 
terial fact, the collector or deputy collector shall 
make a return. The Commissioner may amend 
this return from such knowledge or information 
as he can obtain, through testimony or other- 
wise. A return so made by the Commissioner, 
or made by the collector and approved by the 
Commissioner, is a sufficient basis for assessing 
the tax. Where a tax is found to be due upon 
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8Qoh a return, the estate will be liable for penal- 
ties as well as for the tax/' (Art. 78.)^ 

§ 209. Time of filing. 

The statute does not specify this. The Regula- 
tions provide: "It (the return) must be filed vdthin 
one year after the date of death, unless an extension 
is granted.'' (Art. 77.)* 

§ 210. Place to file. 

The Regulations provide: 

'*This return must be filed with the collector in 
whose district the decedent resided.'' (Art. 77.) 
This accords with the provision of the statute that, 
**The term * collector' means the collector of internal 
revenue of the district in which was the domicile of 
the decedent at the time of his death." (Sec. 400.) 

§ 211. Investigation of returns. 
The Regulations provide: 

**An investigation of every return for estate 
tax will be conducted to verify the accuracy of 

6. There are similar provisions in Art. 89. 

6. This one year period was first fixed by the original Estate 
Tax Begnlations. (Treasury Decision 2378; Oct. 10, 1916.) 
Treasury Decision 2415 (Dec. 14, 1916) states: 

''It is obvious that the proper time for return to be made 
is a time coincident, as neiurly as possible, with the final settle- 
ment of the estate and the date upon which the estate tax is 
due. Since in many States more than a year from the decedent's 
death is allowed for administration, the time set by the Regu- 
lations for the filing of the return was made coincident with 
the due date of the tax — that is, one year after the decedent's 
death.'' 
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the return. The investigation will be made by 
special officers of the Bureau. The fact that an 
investigation is made does not reflect upon the 
competence or good faith of the executor, since 
investigations are required in all cases as a mat- 
ter of administrative procedure. The executor 
should co-operate with the examining officer in 
order that the full tax liability may be definitely 
determined and the case closed. During the 
course of the investigation the examining officer 
will inspect the books and records of the estate, 
interview the executor and other persons having 
knowledge of the decedent's affairs, verify the 
value of the assets and the amounts of debts 
and administration expenses, and take such 
other steps as may be necessary to determine the 
correct tax.** (Art. 79.) 

§ 212. Time and maimer of conducting investdga- 
tion— Notification of result. 
The Regulations provide: 

''It is the purpose of the Bureau to make 
these investigations as soon as practicable after 
the filing of the return. Whenever there are 
special and urgent reasons for an early investi- 
gation, the collector should be notified in order 
that the case may be given special attention. 
Upon completion of the investigation the execu- 
tor will be apprised by the examining officer of 
his findings^ and will be given an opportunity 
to discuss the case and present such data as he 
may desire, to be considered by the Bureau in 
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connection with the examining officer's report. 
Upon the completion of the review and audit by 
the Bureau of the return and the examining of- 
ficer's report, the executor will be informed by 
letter from the Oonmiissioner of the result of the 
audit/' (Art. 79.) 

§ 213. ExtenBion of time to file return. 
The Regulations provide: 

*'If it is impossible for the executor to file a 
complete return within a year from the date of 
death, he may make application to the collector 
for an extension of time for filing the return, 
stating in detail in his application the circum- 
stances which prevent the filing of the return 
by the due date and setting forth briefly but 
fully a statement of what the gross estate con- 
sists, together with a statement of the amount 
of deductions claimed, provided that in the first 
instance the application be made at least 30 days 
prior to the due date of the return. If the col- 
lector is satisfied that a complete return can- 
not be made he may grant extensions of time 
not to exceed 180 days from the due date, no 
single extension exceeding 60 days. At the 
expiration of the last extension period granted 
a return must be filed. If at that time it is still 
impossible to file a complete and accurate re- 
turn, on account of the unsettled condition of 
the affairs of the estate, the return filed by the 
executor must be as complete as possible, and 
must set forth all the facts in his possession as 
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to the gross and net estate. Such a return will 
be accepted by the collector; but the executor 
must file an amended return as soon as the con- 
dition of the estate permits. The granting of 
an extension of time for filing a return does not 
operate to extend the time for the payment of 
the tax, which is due one year after decedent's 
death unless the time for payment thereof be ex- 
tended by the Commissioner, as provided in 
Article 93. Where application has been made 
for an extension of time to file a return, but no 
extension of time for the payment of the tax has 
been granted, the executor will be required to 
pay on the due date a sum of money sufficient, 
in the opinion of the collector, to discharge the 
tax, even though an extension of time to file the 
return has been or may be granted. The state- 
ments accompanying the application will be 
subject to investigation and verification in act- 
ing upon the application for extension and in 
fixing the amount which the executor will be 
required to pay on the due date of the tax as 
sufficient in the opinion of the collector to dis- 
charge the tax.*' (Art. 81.) 

§ 214. Manner of executing return. 
The Regulations provide: 

**The return must be made on Form 706, 
copies of which will be supplied by the collector. 
It must contain an itemized inventory, by 
schedule, of the property constituting the gross 
estate, together with a fxdl statement of deduc- 
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tions daimedy as therein provided. The instrue- 
tions printed on the form shonld be carefully 
followed. All documents and Touchers used in 
preparing the return should be retained by the 
executor, so as to be available for inspection 
whenever required. Certified copies of the will, 
if any, must be submitted with the return, to- 
gether with duplicate copies of the other docu- 
ments required by the instructions printed on 
the form, or any documents which the executor 
may desire to submit with the return in expla- 
nation thereof." (Art. 82.) 

§ 215. Supplemental data. 

The statute requires the executor to file, in addi- 
tion to the other matters specified, ''such supple- 
mental data as may be necessary to establish the 
correct tax. ' ' (Sec. 404.) 
The Regulations provide: 

*'It is therefore the duty of the executor to 
furnish upon request copies of any documents in 
his possession relating to the estate, or on file 
in any court having jurisdiction over the estate, 
appraisal lists of any items included in the gross 
estate, copies of balance sheets or other finan- 
cial statements relating to the value of stock, 
and any other information obtainable by him 
that may be found necessary in the determina- 
tion of the tax.'' (Art. 83.) 

NONRESIDENT ESTATES. 

§ 216. In general 
The statute provides that '^ Return shall be made 
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* • • in the case of the estate of every nonresi- 
dent any part of whose gross estate is situated In the 
United States/' (Sec. 404.) The size of the estate 
is in this case immaterial, since the $50,000 exemp- 
tion does not apply to the estate of a nonresident. 
(Sec. 403 [b] ). 
The Begolations provide: 

*'A return on Form 706 must be filed in du- 
plicate with the Commissioner of Internal Reve- 
nue, Washington, D. C, or with such collector of 
internal revenue - as the Commissioner may 
designate, within a year from the da,te of death 
of every nonresident decedent, if any part of the 
gross estate of such decedent was situated in the 
United States at the time of his death. It is the 
duty of any executor or administrator appointed 
in the United States to file a return for the whole 
of that part of the gross estate situated in the 
United States, whatever its value. If there is 
no such executor or administrator, every person 
in possession of any part of the gross estate in 
the United States may be required to file a re- 
turn for such part. Except as otherwise speci- 
fically provided by these Regulations, notice 
will be given to such persons, however, where a 
return is required; and they are relieved of the 
duty of filing returns by the appointment of aa 
executor or administrator in the United States, 
but not, however, by the appointment of a 
foreign executor or administrator. If, however, 
a complete return is actually filed by the foreign 
executors of property in the United States, the 
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person in possession need not file a retnm, ex- 
cept as otherwise specifically required by these 
Relations.'' (See Arts. 76-A and 76-A.) 
(Art. 88.) 

§ 217. Place to file. 

It is not entirely clear that the provision in the 
Regulations for filing the return with the Commis- 
sioner accords with the statute. The latter contains 
a general provision for filing returns ''with the col- 
lector;*' and it defines ** collector*' to mean, in the 
case of nonresidents, ''the collector of the district in 
which is situated the part of the gross estate of the 
decedent in the United States, or, if such part of the 
gross estate is situated in more than -one district, 
then the collector of internal revenue of such dis- 
trict as may be designated by the Commissioner." 
(Sec. 400.) This would indicate a filing with the col- 
lector in all cases, the Commissioner merely desig- 
nating the collector in the particular case specified. 

§ 218. Supplemental data. 

The statute requires, in the case of the estate of a 
nonresident as well as a resident, that the executor 
shall file "such supplemental data as may be neces- 
sary to establish the correct tax.'* (Sec 404.) 
The Regulations provide: 

"Pursuant to this provision the executor of a 
nonresident decedent is required to file with the 
return: 

(1) Certified copy of will, or, if the decedent 
left several wills, to govern in different jurisdic- 
tions, certified copy of each will. 
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(2) Certified copy of inventory of foreign 
property filed under a foreign estate, succession 
or death-duty act; or, if no such inventory was 
filed,, copy of inventory filed with the foreign 
court of probate jurisdiction. 

(3) Certified copy of schedule of claims filed 
under a foreign taxing act in cases where such 
claims are presented for deduction. If any item 
of deduction is not included in the schedule, the 
affidavit of the foreign executor or administrator 
with reference thereto should be submitted. 

The specified information is required 
whether or not the executor wishes to claim de- 
duction, and is subject to the provision of the 
statute (see Sec. 403) requiring him to include 
in his return the value of the gross estate situ- 
ated in the United States.'^ (Art. 84.) 
This requirement is, in substance, that the estate 
of a nonresident must file a complete statement of 
all property, wherever situated, and whether or not 
deductions are claimed, so that the statutory provi- 
sion comes into play. (See Sec. 403.) As foreign 
property is not subject to tax, the point arises 
whether a statement concerning it may be required. 
If it were not required, questions would certainly 
arise. The executor, for instauce, might consider 
that the stock of a domestic corporation was not 
situated in this country if the certificates were held 
abroad, or that bonds, although situated in the 
United States, had the situs of the domicile of the 
nonresident owner. The regulation seems to be a 
reasonable one, and not to have met with serious 
opposition. 



Digitized by 



Google 



CHAPTER Vn. 
PAYMENT OF TAX. 

§ 219. Due date of tax. 

The statute provides: 

'*That the tax shall be due one year after the de- 
cedent's death." (See 406.) The Regulations pro- 
vide: **The tax is due and payable one year from 
the date of death. '^ (Art. 90.) There is, however, 
no liability for interest if payment is made one year 
and 180 days from the date of death. (Sec. 406.) 
The Bureau, however, reserves, in general, the 
right to collect the tax at any time after the expira- 
tion of a year from the death.* 

§ 220. When payment effected. 

The Regulations have nothing specific on this 
head. It is ruled, however, that payment is not 

1. See communication of Deputy Commissioner Hagerman to 
the Corporation Trust Company of June 24, 1920. This letter 
states: ''There is nothing contained in Section 408 of the 
Revenue Act of 1918 which fixes a different date for the pay- 
ment of the tax than that specifically set forth in Section 406 
thereof, nor is there anything contained therein which prohibits 
the collection of the tax at any time after it is due. • • • 
Payment of estate taxes, therefore, may not be withheld for a 
period of one year and one hundred and eighty days after de- 
cedent 's death by those liable therefor." Sec. 408 provides 
that ** if the tax • • • is not paid within 180 days after it 
is due, the collector shall • • • proceed to collect," etc 
This provision is treated as being merely a limitation of the time 
that the collector may wait. 

[19«1 
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effected until the receipt of the money by the col- 
lector. The date of mailing is not the date of pay- 
ment.** This ruling is applied even though the fail- 
ure to get the money to the collector in time was due 
to incorrect advice given by him to the executor.* 

§ 221. Collectible from executor. 

The statute provides: **ThAt the executor shall 
pay the tax to the collector or deputy collector.*' 
(Sec. 407.) The Bureau construes the words "the 
tax'' to mean the whole tax. The Regulations 
provide: 

'^The statute pi^ovides that the executor shall 
pay the tax. This duty applies to the tax upon 
the transfer of the entire estate, including prop- 
erty which will not come into the possession 
of the executor or administrator." (Art. 92.) 

§ 222. Bemedy against transferee or insurance bene- 
flciajry. 
The statute provides: 

**If (a) the decedent makes a transfer of, or 
creates a trust with respect to, any property in 
contemplation of or intended to take effect in 

la. There is a specific mling to this effect with reference to 
the income tax. Regulations No. 45, Art. 1007. 

2. This accords with the general rule that the GoTemment 
ia not responsible for the laches of its agents. In the case 
referred to it was ruled that there had been default in pay- 
ment, and that a consequent interest liability had been incurred ; 
but that the case was a proper one for compromise. 
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possession or enjoyment at or after his death 
(except in the case of a bona fide sale for a fair 
consideration in money or money's worth) or 
(b) if insurance passes under a contract exe- 
cuted by the decedent in favor of a specific bene- 
ficiary, and if in either case the tax in resi)ect 
thereto is not paid when due, then the trans- 
feree, trustee, or beneficiary shall be personally 
liable for such tax, and such property, to the ex- 
tent of the decedent's interest therein at the time 
of such transfer, or to the extent of such bene- 
ficiary's interest under such contract of insur- 
ance, shall be subject to a like lien equal to the 
amount of such tax." (Sec. 409.)' 
The Regulations provide: 

^'The amounts of the lien and of the personal 
liability of the transferee, trustee, or insurance 
beneficiary are limited to the amount of the tax 
upon the transfer of the particular property in 
the possession of the person liable. " (Art. 101.) 
The above statutory provisions do not limit the 
right of the Government to look to the executor for 
payment. If the tax with reference to this particu- 
lar property remains unpaid, additional remedies 
are given for its collection. 

§ 223. Bight of beneficiaries to reimbursementw 

The statute provides: 

*'If the tax or any part thereof is paid by, or 
collected out of that part of the estate passing to 

8. 8ee further as to lien, pp. 226-7. 
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or in the possession of, any person other than 
the executor in his capacity as such, snch per- 
son shall be entitled to reimbursement out of 
any part of the estate still undistributed or by 
a just and equitable contribution by the persons 
whose interest in the estate of the decedent 
would have been reduced if the tax had been 
paid before the distribution of the estate or 
whose interest is subject to equal or prior lia- 
bility for the payment of taxes, debts, or other 
charges against the estate, it being the purpose 
and intent of this title that so far as is practic- 
able and unless otherwise directed by the will 
of the decedent the tax shall be paid out of the 
estate before its distribution/' (Sec. 408.) 
These provisions differ in character from those 
considered in the preceding section, in that they do 
not merely give an additional remedy to the Gov- 
ernment, but indicate the manner in which it was 
intended that the tax should ultimately be paid. 
Two purposes appear: (a) the general purpose that 
the tax shall be paid before the distribution of the 
estate (in which case, if there was a will, the burden 
falls upon the residuary legatee); and (b) that, if 
not so paid, no particular beneficiary or class of 
beneficiaries shall pay more than his or their propor- 
tion of the tax. 
The Regulations provide: 

**Two rights are here given. Persons in pos- 
session of property, and paying the tax, are en- 
titled to reimbursement, either out of the un- 
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distributed estate or by contribution from other 
beneficiaries, of any excess of the amount paid 
over the amount of the tax upon the particular 
property in their possession.'' (Art. 98.) 

§ 224. Same — ^Insurance beneficiaries. 

The statute provides: 

*'If any part of the gross estate consists of 
proceeds of policies of insurance upon the life 
of the decedent receivable by a beneficiary other 
than the executor, the executor shall be entitled 
to recover from such beneficiary such portion 
of the total tax paid as the proceeds, in excess 
of $40,000, of such policies bear to the net es- 
tate. If there is more than one such beneficiary 
the executor shall be entitled to recover from 
such beneficiaries in the same ratio.'' (Sec. 
408.) 
The Regulations provide: '^The executor is also 
entitled to require beneficiaries under insurance poli- 
cies to bear their proportion of the tax." (Art. 98.) 
These provisions are different from those con- 
sidered in the' preceding section. The policy there 
disclosed was to require payment of the tax out of 
the general estate in the hands of the executor be- 
fore its distribution. The provisions last quoted 
are in aid of such general estate. The taxable in- 
surance is treated as a part of it. Where there is a 
will, the residuary legatee would not pay the entire 
tax. The executor would recover part of it from 
the insurance beneficiaries for his benefit. 
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§ 225. Same— Bight to reimbnnement not enf orci- 
ble by Bureau. 
While outlining certain rights on the part of bene- 
ficiaries of the estate, who have paid more than their 
share of the tax, the statute does not require the 
Bureau to enforce these rights. On the contrary, 
such rights are predicated upon a tax payment, no 
part of which is required to be refunded. The 
remedy is not against the Government, but against 
other persons or property, specifically described. 
The Regulations provide: 

** These provisions, however, are not designed 
to curtail the right of the Bureau to collect the 
tax from any person, or out of any property, 
liable therefor. The Bureau may not be required 
to apportion the tax among the persons liable. 
For example, where a transfer has been made in 
contemplation of death, the Bureau may hold 
both the executor and the transferee liable with 
respect to the tax upon the property trans- 
ferred. In such case, if the tax is paid by the 
executor, he may not look to the Bureau for 
relief by refund of part of the tax.*' (Art. 98.) 

§ 226. No discount. 

The present statute does not contain the former 
provision for discount.* 

4. Revenue Act of 1916 (Sec. 204), providing that, *'If the 
tax is paid before it is due a discount at the rate of five per 
centum per annum, calculated from the time payment is made 
to the date when the tax is due, shall be deducted. '' 
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The Begnlatioiis provide: 

''No discount will be aUowed for payment in 
advance of the due date/' (Art. 90.) 

§ 227. Neoeasity of return. 
The Regulations provide: 

** Payment will not be accepted before a rt>- 
turn in proper form has been filed. ' ' ( Art. 90. ) ^ 

§ 228. Payment by bonds or uncertified check. 
The Regulations provide: 

'^ Payment of the estate tax may be made by 
the delivery of Liberty Bonds or other bonds of 
the United States bearing interest at a higher 
rate than 4 per cent per annum, provided they 
were owned by the decedent for at least six 
months prior to the date of his death. Such 
bonds are received in payment to the amount of 
par and interest accrued at the time of the pay- 
menf (Art. 91.) « 

4a. Exeept where the time to file retnm has been extended. 
See Article 90 in fall (infra, p. 39S). 

6. See in this connection Treasury Decisions 2802 and 2905 
(pp. 312-39, 342^), giving fall details as to payment of the 
estate tax with Liberty Bonds. 

See, in this connection, UUmann v. Smietaoka (U. S. Dist. Ct., 
N. D. of m.; not yet reported), holding that, where Liberty 
Bonds are converted into bonds of a later issue, the date of ac- 
quisition of the earlier securities determines the length of the 
decedent's holding^ — the later bonds merely evidencing the i 
debt. 
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§ 229. Interestr— The statute. 

The statute provides: 

^^If the tas is not paid within one year and 
180 days after the decedent's death, interest at 
the rate of 6 per centum per annum from the 
expiration of one year after the decedent's death 
shall be added as part of the tax/* (Sec. 406.) 

It also provides: 

**If the amount of. the tax can not be deter- 
mined, the payment of a sum of money sufficient, 
in the opinion of the collector, to discharge the 
tax shall be deemed payment in full of the tax, 
except as in this section otherwise provided. 
• • • If the amount of the tax as finally de- 
termined exceeds the amount so paid, the col- 
lector shall notify the executor of the amount of 
such excess and demand payment thereof. If 
such excess part of the tax is not paid within 
thirty days after such notification, interest shall 
be added thereto at the rate of 10 per centum 
per annum from the expiration of such thirty 
days' period until paid.'' (Sec. 407.)*^' 

6a. The tax is sometimes described as ''original,'' or ''excess'' 
or "additional" tax, according to whether it is set out in the 
retnm, or disclosed by investigation and notified to the execu- 
tor. The statute, however, uses the words "the tax/' meaning 
the entire tax. It refers, however, to the "excess" of such 
entire tax over the amount originally paid by the executor; 
also to "such excess part of the tax." 

Under the Revenue Act of 1916, this excess tax bore interest 
"from the time of such notification" (Sec 207), instead of 30 
days from notification, as provided by the present statute. 
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§ 230. Same— Interest on original part of the tax. 
The Begalations provide: 

**The statute provides that, if the tax is not 
paid within one year and 180 days after the de- 
cedent's death, interest at six per centum per 
annum from the expiration of one year after the 
decedent's death shaU be added as part of the 
tax. This provision applies to the original 
amount of tax shown to be due by the return ac- 
cepted by the collector. It applies in all cases 
in which penalties have not accrued under the 
Revenue Act of 1916/' (Art. 94.) 

§ 231. Interest on excess part of the tax. 

The Regulations provide: 

^^If an unpaid balance of tax is found to be 
due by the Commissioner after investigation, 
the statute provides that interest shall be added 
to the amount of such excess part of the tax at 
the rate of ten per centum from the expiration 
of 30 days after notification to the executor, pro- 
vided the tax is not paid within such 30-day 
period. This interest will not begin to accrue, 
however, until the expiration of one year and 
180 days after the decedent 's death. ' ' (Art. 96.) 

§ 232. What constitutes notification? 

It has been ruled that the time of the notification 
of the excess part of the tax **is the date on which 
notice of the amount * * • is received bv the 
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executor, whether such notice is given by mail or 
otherwise/'* 

§ 233. Interest where amonnt shown by return is 
paid in good faith. 
The words **the tax/' as used in both Sections 
406 and 407 of the statute, can only mean **the whole 
tax,^^ **the entire tax/' Consequently, under the 
provisions of Section 406, considered alone, nothing 
except payment of the entire amount finally found to 
be due would prevent the accrual of interest upon 
such amount at the rate of six per cent, commencing 
one year from the death. Such a result, however, 
would seem to be inequitable, since the exact amount 
of the tax depends upon an accurate valuation of the 
property constituting the gross estate, and an accur- 
ate estimate of the deductions ; and as to these mat- 

6. Treasury Decision 2770; Nov. 6, 1918. This ruling was 
made with reference to the provision of Sec. 207 of the Revenue 
Act of 1916 that interest upon the excess tax runs ''from the 
time of such notification.'' There is authority in support of 
the ruling, holding that where notification is given hy mailing, 
the date thereof is the date of receipt of the notice, not the 
date of mailing. Chase v. Inhahitants of Surry, 88 Me. 468, 
34 Atl. Rep. 270; Castner v. Farmers Mutual Fire Ins. Co., 50 
Mich. 273, 15 N. W. Rep. 452. 

The same ruling would naturally he expected under Sec. 407 
of the present statute, providing for interest to run at the 
expiration of thirty days from notification. Treasury Decision 
2770 does not appear to he ''inconsistent" with anything con- 
tained in the present Regulations, and is consequently not 
revoked. (See Art. 121.) 
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ters the execntor and the Bureau might not agree, 
even though both were acting in entire good faith* 

The danger of injustice in this respect is obviated 
by a somewhat liberal construction of Section 407 
of the statute, and the treatment of such cases as 
cases in which ^Hhe amount of the tax can not be 
determined/' 
The Begulations provide: 

** Payment of the amount of tax shown to be 
due by a return accepted by the collector, exe- 
cuted in good faith and accurate so far as the 
knowledge of the executor extends, will be con- 
sidered payment of the tax in full except as ad- 
justment of the tax results from investigation. 
If at the time payment is made the exact amount 
of the tax can not be determined, the payment 
of a sum of money sufficient, in the opinion of 
the collector, to discharge the tax will be con- 
sidered payment in full except as the tax is ad- 
justed after investigation. (See Arts. 78, 95.) 
The amount sufficient, in the opinion of the col- 
lector, to discharge the tax is such sum as the 
collector may specify after having received a 
return in proper form containing an accurate 
statement of all the information in the execu- 
tor's possession.*' (Art. 90.) 
Where the collector makes no such specification, 
he is deemed to accept as sufficient the amount paid 
by the executor. 
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§ 234. Same— Ck>od faith essential. 
The Begalations provide: 

**If the return filed contains a gross or fraudu- 
lent misstatement of fact, the payment of the 
amoxmt of tax shown to be due thereby will 
not be deemed to be payment in full of the tax, 
since the collector's decision is based upon the 
assumption that the return is made in good 
faith/' (Art. 90.) 

§ 235. Errors in computation— Payments slightly 
overdue. 

Similarly, where an honest return is filed, and the 
executor, acting in good faith, attempts to pay the 
tax, but by reason of an error in computation pays 
too little, and the collector fails to discover the error 
and accepts the payment, it is ruled that additional 
tax bears interest only after notification. And the 
same ruling is made where, by obvious inadvertence, 
payment is made a few days after the expiration of 
the time fixed by the statute, and the collector ac- 
cepts it without protest. 

§ 236. Same— Opinion of the collector— Return 
denying tax liability. 
In cases, however, in which the executor fails to 
pay the true amount of the tax the interest liability 
specified in Section 406 is incurred unless the case 
falls within the provisions of Section 407. And one 
of the requirements of the latter is, that the collector 

14 



Digitized by 



Google 



206 FEDERAL ESTATE TAX. 

Neeeanty of payment. 

shall form an ^^opinion" as to what is a sum of 
money sufficient to discharge the tax* This appears 
to be a question of fact; and it would seem that each 
case depends, to a certain extent, upon its own par- 
ticular circumstances. Where the executor files a 
return denying liability, and the investigation of the 
Bureau discloses a small tax, due to the revision of 
valuations, or the disallowance of deductions, none of 
the matters reflecting upon the good faith of the 
executor, the case seems reasonably to fall within 
the ruling applied where the return shows a tax 
liability and the amount is paid; and it is accordingly 
ruled in such cases that interest runs only after noti- 
fication. On the other hand, where the return dis- 
closes a manifest error on the part of the executor, 
such as the omission of taxable property the exist- 
ence of which is disclosed, in consequence of which 
the return asserts an absence of liability, it is not 
reasonable to infer that the collector shares the mis- 
take and concurs in the opinion of the executor; and 
in such a case interest runs as provided in Section 
406, without notification. 

§ 237. Same— Necessity of payment 

Another of the requirements of Section 407 is pay- 
ment of the sum which, in the opinion of the collec- 
tor, is sufficient to discharge the tax. Consequently 
where a return is filed showing a tax liability, and 
the amount is not paid, the case is governed by Sec- 
tion 406; and interest begins to run one year from 
the death, both upon the amount shown to be due 
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by the return and upon any additional tax disclosed 
by investigation. 

§ 238. Extension of time to pay tax— Oonditions. 

The statute provides, that **in any case where the 
Conmiissioner finds that payment of the tax within 
one year after the decedent's death would impose 
undue hardship upon the estate, he may grant an 
extension of time for the payment of the tax for a 
period not to exceed three years from the due date.'' 
(Sec. 406.) 
The Regulations provide: 

**In any case where the Commissioner finds 
that payment of the tax within one year after 
the decedent's death would impose undue hard- 
ship upon the estate, extensions of time will be 
granted for the payment of the tax for a period 
not to exceed in all three years from the due 
date. Extensions of time for tax payment will 
be granted only in exceptional cases, where it 
is evident that the payment of the tax within 
the statutory period would cause the estate seri- 
ous financial loss. No extension shall be for 
more than one year, and a substantial payment 
shall be made before each extension. Applica- 
tion for extension of time for payment should 
be filed with the collector, and should contain 
a full statement of the facts upon which the ap- 
plication is based. The collector will refer the 
application to the Commissioner, with suitable 
recommendations." (Art. 93.) 
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§ 239. ''Undue hardship/' 

The statute does not define of what ** undue hard- 
ship *' consists; and it is plain that a large amount 
of discretion is vested in the Conmiissioner. Its 
exercise is a rather delicate matter, requiring an ad- 
justment of the conflicting claims of the Govern- 
ment for money, and of the executor for a reasonable 
chance to administer the estate without sacrificing 
the assets. The only absolutely safe course for the 
executor is to be prepared to pay the tax when due. 

§ 240. Same— Interest. 
The Regulations provide: 

**An extension of time for tax payment will 
not operate to prevent the accrual of interest 
upon the tax. ' ' (Art. 93. ) 

§ 241. Same— Does not affect time to file return. 
The Regulations provide: 

**The extension of time for the payment of 
the tax should not be confused with extension 
of time for filing the return. An extension of 
time to pay the tax does not relieve from the 
duty of filing the return within one year from 
the date of death.'' (Art. 93.) 

§ 242. Interest under Revenue Act of 191&— Default 
incurred. 

Where the decedent died prior to February 25, 
1919, it is often necessary to consider the provisions 
of Title n of the Revenue Act of 1916, since the pres- 
ent statute provides that said Title ** shall remain 
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in force for the assessment and collection of all taxes 
which have accrued thereunder, and for the imposi* 
tion and collection of all penalties or forfeitures 
which have accrued and may accrue in relation to 
any such taxes/' (Sec. 1400 [b]). 

The Bevenue Act of 1916 provides that if the tax 
is not paid within a year and ninety days from the 
death, interest at 10 per cent, computed from the 
date of death, ** shall be added as part of the tax.'*^ 
Where prior to February 25, 1919, this period of one 
year and ninety days had elapsed without payment 
of the tax, the prescribed interest liability attached, 
and was reserved by the repealing act, either as a 
'*tax** or a **penalty'* which had **accrued'* under 
the earlier Act. 
The Regulations provide: 

** Where the specified period had elapsed 
prior to February 25, 1919, this penalty has been 
incurred, and is not affected by the passage of 
the Revenue Act of 1918. • • • Example: 
The year and 90 days, in a given case, expired 
on February 15, 1919, or ten days before the 
effective date of the Revenue Act of 1918. In 
this case interest at the rate of ten per centum 
per annum should be computed for the period 
of one year and 100 days from the date of death, 
or until the Revenue Act of 1918 took effect. If 
the tax is thereafter paid within the time pre- 
scribed by the new act (which allows an addi- 

7. Revenue Act of 1916, See. 204. 
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tional 80 days), no further interest accrues. If 
it is not paid within that period, additional in- 
terest accrues at the rate of six per cent from 
February 25, 1919, when the Reyenue Act of 
1918 took effect.'^ (Art 120.) 

§ 243. Same— Default not incurred. 

The Regulations provide: 

** Where, however, the period of one year and 
90 days had not elapsed prior to February 25, 
1919, the Revenue Act of 1918 extends the time 
of payment to one year and 180 days from the 
date of death. • • • Example: On Febru- 
ary 25, 1919, in a given case, only one year and 
80 days from the date of the decedent's death 
had elapsed. No penalty having been incurred, 
the estate has 100 additional days in which to 
make payment, viz, the year and 180 days pre- 
scribed by the Revenue Act of 1918. If, how- 
ever, the tax is not paid within this period, in- 
terest accrues at the rate of six per cent from 
the expiration of one year from the decedent's 
death, as provided by the Revenue Act of 1918.*' 
(Art. 120.) 

§ 244. Same— Operative effect of Revenue Act of 
1918. 

It will be observed from the foregoing example 
that, even where a default has occurred under the 
Revenue Act of 1916, full effect is given to the pro- 
visions of the present statute from the time when it 
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became operative. That is, the **tax** or *' penalty *• 
preserved is only what had accrued before the pres- 
ent statute went into operation. The Revenue Act 
of 1918 does not preserve, in addition, a method 
whereby such tax or penalty may be increased.' 
This construction is enforced by the following pro- 
vision of the present statute: 

^^That the assessment and collection of all es- 
tate taxes, and the imposition and collection of 
all penalties or forfeitures, which have accrued 
under Title IE of the Revenue Act of 1916 as 
amended by the Act entitled * An Act to provide 
increased revenue to defray the expenses of the 
increased appropriations for the Army and 
Navy and the extensions of fortifications, and 
for other purposes,* approved March 3, 1917, or 
Title IX of the Revenue Act of 1917, shall be 
according to the provisions of Title IV of this 
Act.'* (Sec. 1400 [b]).^ 

8. It is probably more accurate to treat the case in question 
as one of an accrued ''tax'' rather than an accrued ^'penalty/' 
If it were the latter, there might be justification for continuing 
the interest provisions of the former statute, since the present 
statute saves not only penalties which have accrued, but also 
such as ''may accrue.'' The latter words are not used with 
reference to accrued ''taxes." 

9. The statute also provides: "In the case of any tax 
imposed by any part of an Act herein repealed, if there is a 
tax imposed by this Act in lieu thereof, the provision imposing 
such tax shall remain in force, until the corresponding tax 
under this Act takes effect under the provisions of this Act.'' 
(Sec 1400 [b].) 
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§ 245. The statutory remedy— Not exdnsive. 

Tlie statute provides: 

^'That if the tax herein imposed is not paid 
within 180 days after it is due^ the collector 
shall, unless there is reasonable cause for fur- 
ther delay, proceed to collect the tax under the 
provisions of general law, or commence appro- 
priate proceedings in any court of the United 
States, in the name of the United States, to sub- 
ject the property of the decedent to be sold xm- 
der the judgment or decree of the court/' (Sea 
408.)^ 

The Regulations provide: 

**The Collector may commence in any court 
of the United States appropriate proceedings, 
in the name of the United States, to subject the 
property of the decedent to sale under the judg- 
ment or decree of the court." (Art. 116, 
par. [2]). 

The statute gives an option either to collect the 
tax ** under the provisions of general law*' or to bring 

1. The statute contains the further provision: 
''From the proceeds of such sale the amount of the tax, 
together with the costs and expenses of every description to be 
Wowed by the court, shall be first paid, and the balance shall 
be deposited according to the order of the court, to be paid 
under its direction to the person entitled thereto" (See. 408). 

[214] 
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the specified action. This is a plain intimation that 
the remedy by action is not exclusive; and snch a 
holding accords with the role that a remedy speci- 
fically prescribed is ordinarily deemed to be cumu- 
lative, rather than exclusive.^ The Regulations so 
provide, holding that — **The remedy by action, here 
provided for, is not exclusive. '* (Art. 97.)' 

§ 246. Distraint. 
The Regulations provide: 

**(1) Collection by distraint. The collector 
may issue warrant of distraint authorizing the 
seizure and sale of any or all of the assets of 
the estate.'^ (Art. 116, par. [1]).* 

2. Blacklock v. United States, 208 U. S. 75. . In this case the 
provisions of the Act of July 20, 1868 (15 Stat. 125, 167) for 
the enforcement of a tax lien by suit in equity were held not 
to exclude the existing remedy by distraint. 

8. The question whether the remedy by action was exdusiye 
under the Revenue Act of 1916 seems a closer one. The 
earlier statute contained a simple direction that, if payment of 
the tax should not be made within sixty days after due, ''the 
collector shall, unless there is reasonable cause for further 
delay, commence appropriate proceedings," etc. (Revenue Act 
of 1916, Sec. 208.) The present reference to the ''provisions 
of general law" is omitted. The Bureau has, however, asserted 
throughout the right to distrain for the estate tax, and has 
actually used the remedy on at least one occasion; and this 
position was supported, even under the Act of 1916, by the 
rule that a prescribed remedy should be deemed to be cumula- 
tive. 

4. For provisions as to distraint, see R. S., Sees. 3187 et seq.; 
Comp. Sts., 1916, Sees. 5909 et seq. 
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§ 247. Personal liability of execator or beneficiary. 
The Begalations provide: 

"(3) Collection by suit for personal liabiUty. 
The personal liability of the executor, of the 
transferee or trustee of property transferred in 
contemplation of death, and of the beneficiary 
of taxable life insurance (see Art. 101) may be 
enforced by any appropriate action.** (Art 
116, par. [3]).« 

6. As to the personal liability of the persons specified, see 
pp. 222-6. 
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248. Power to compromise. 

The Bevised Statutes provide: 

**The Commissioner of Internal BeYenne, with 
the advice and consent of the Secretary of the 
Treasnryy may compromise any civil or criminal 
case arising under the intemal-revenne laws in- 
stead of conmiencing snit thereon; and, with the 
advice and consent of the said Secretary and 
the recommendation of the Attomey-Gteneral, 
he may compromise any such case after a suit 
thereon has been commenced. Whenever a com- 
promise is made in any case there shall be placed 
on file in the office of the Commissioner the opin- 
ion of the Solicitor of Internal Bevenue, or of 
the officer acting as such, with his reasons there- 
for, with a statement of the amount of tax as- 
sessedy the amount of additional tax or penalty 
imposed by law in consequence of the neglect 
or delinquency of the person against whom the 
tax is assessed, and the amount actually paid in 
accordance with the terms of the compronuse." 
(B. S., Sec. 3229; Comp. Sts., 1916, Sec 5952.) 

The Begulations provide: 

'^The Conunissioner, with the advice and con- 
sent of the Secretary of the Treasury, may com- 
promise any civil or criminal case arising under 
the intemiQ-revenue laws instead of conunenc- 

[2171 
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ing suit thereon, and with the^ advice and con- 
sent of the Secretary, and upon the recommend- 
ation of the Attorney Gteneral, may compromise 
any such case after suit thereon has been com- 
menced by the United States. Accordingly, the 
power to compromise extends to (a) both civil 
and criminal cases; (b) cases whether before or 
after suit; and (c) both taxes and penalties." 
(Art. 112.) 

§ 249. No refund of money received in compromise. 
The Regulations provide: 

'^ Refunds can not be made of accepted offers 
in compromise in cases where it is subsequently 
ascertained that no violation of law was in- 
volved.'' (Art. 112.) 

§ 250. Limitation of power to compromise. 
The Regulations provide: 

**No power exists, however, to compromise a 
tax where its existence and amount are not dis- 
puted in good faith, and the taxpayer is sol- 
vent.'' (Art. 112.) 

§ 251. Power to remit penalties. 
The Revised Statutes provide: 

** Whenever any person who shall have in- 
curred any fine, penalty, or forfeiture, or dis- 
ability • • • shall prefer his petition to 
the judge of the district in which such fine, 
penalty, or forfeiture, or disability has accrued, 
truly and particularly setting forth the circum- 
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stances of his case, and shall pray that the same 
may be mitigated or remitted, the judge shall 
inquire, in a summary manner, into the circum- 
stances of the case; first causing reasonable no- 
tice to be given to the person claiming such fine, 
penalty, or forfeiture, and to the attorney of the 
United States for such district, that each may 
have an opportunity of showing cause against 
the mitigation or remission thereof; and shall 
cause the facts appearing upon such inquiry to 
be stated and annexed to the petition, and direct 
their transmission to the Secretary of the Treas- 
ury. The Secretary shall thereupon have power 
to mitigate or remit such fine, forfeiture, or 
penalty, or remove such disability, or any part 
thereof, if, in his opinion, the same was incurred 
without willful negligence, or any intention of 
fraud in the person incurring the same; and to 
direct the prosecution, if any has been insti- 
tuted for the recovery thereof, to cease and be 
discontinued, upon such terms or conditions as 
he may deem reasonable and just." (B. S., Sec. 
5292; Comp. Sts., 1916, Sec. 10,130.) 

**The Secretary of the Treasury is authorized 
to prescribe such rules and modes of proceed- 
ing to ascertain the facts upon which an applica- 
tion for remission of a fine, penalty, or forfei- 
ture is founded, as he deems proper, and, uiK)n 
ascertaining them, to remit the fine, penalty, or 
forfeiture, if in his opinion it was incurred with- 
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out willful negligence or f raad, in either of the 
following cases: 

First. If the fine, penalty, or forfeiture was 
imposed under authority of any revenue law, and 
the amount does not exceed $1,000.** (R. S., 
Sec. 5293; Comp. Sts., 1916, Sec. 10,131.) 

The Regulations provide: 

** Where a fine, penalty, or forfeiture, not ex- 
ceeding $1,000, is incurred without willful negli- 
gence or fraud, it may be remitted by the Secre- 
tary of the Treasury; and he may remit other 
fines, penalties, forfeitures, and dis^tbilities 
where the court has inquired into the matter and 
made findings.** (Art. 112.) 
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§ 252. Effect given to State law. 

The statute imposes a tax **upon the transfer of 
the net estate'^ of decedents (Sec. 401). It does not, 
however, and could not, attempt to determine of 
what this **net estate** consists, since that would be 
to regulate the devolution of estates, the power to do 
which resides wholly in the various States.* The 
Bureau fully recognizes this situation, and looks to 
the laws of the various States to ascertain the char- 
acter of the subject matter which may be taxed. 
Thus, such questions as where the decedent was 
domiciled, and what property is community prop- 
erty, are determined according to the laws of the 
State having jurisdiction of the case. Where the 
State decisions conflict, the Bureau follows any de- 
cision which the State has power to put into actual 
operation. Thus, where one State decides that the 
decedent was domiciled therein at the time of his 
death and proceeds to administer upon property 
within the jurisdiction, the Bureau accepts this re- 
sult, although the courts of another State determine 
that the decedent was domiciled in the latter. 

On the other hand, the proper construction of the 
taxing acts is held to be a federal question, the final 
decision of which rests with the Supreme Court of 

1. See the elaborate discussion of this question in Knowlton 
▼. Moore, 178 U. S. 41, 57-61. 

[221] 
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the United States. On this question the decisions 
of the State courts, while they may be important as 
evidence of the true construction of the yarious acts 
of Congress, are not necessarily accepted as conclu- 
sive. Nor would a rule adopted by the State for use 
in their own proceedings be binding upon the Bureau 
in proceedings under the federal statutes. Thus, a 
State statute providing a rule for the valuation of 
annuities, different from that contained in the Begu- 
lations,^ will not be followed by the Bureau.^ 

§ 2S3. Personal liability of executor. 

The statute provides that **the executor shall pay 
the tax'' (Sec. 407). The Revised Statutes contain 
the following provision: 

** Every executor, administrator, or assignee, 
or other person, who pays any debt due by the 
person or estate from whom or for which he acts, 
before he satisfies and pays the debts due to the 
United States from such person or estate, shall 
become answerable in his own person and estate 
for the debts so due to the United States, or for 
so much thereof as may remain due and un- 
paid.'' (R. S., Sec 3467; Comp. Sts., 1916, Sec. 
6373.) 

2. 8ee, for instance, the Louisiana statute providing for tbe 
use of the American Experience Table of Mortality at 6^ 
compound interest. (Marr's Ann. Rev. Sts. of La., See. 6435.) 

8. But see the use made of a State statute or an existing 
custom where it enters into the question of value. 
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The Begnlations provide: 

*'The executor is personally liable for the 
payment of the estate tax to the amount of the 
full value of the assets of the estate which have 
at any time come into his hands.'* (Art. 113.) 

§ 254. Same— Authorities. 

The statutory provisions seem to aflford support 
for the provisions of the Regulations just cited. 
Thus, it is held that a statutory direction to the exe- 
cutor to pay a tax renders him personally liable for 
the same insofar as he has in his possession assets 
sufficient to make the payment.* 

§ 255. Same— Distribution of estate. 

The further question arises whether the executor 
may divest himself of liability by distributing the 
estate in accordance with local law and procedure. 
It would hardly be contended that he might do this 
without any regard to the tax. It is, however, urged 
with some force that, where he has filed a return in 
good faith and paid what he believes to be due, he 
should be permitted to distribute the estate in the 

4. In re Sammon, 3 Mees. & W. 381; Appeal of Hopkins, 77 
Conn. 644, 60 Atl. Rep. 667; State v. Daliymple, 70 Md. 294, 
17 Atl. Rep. 82; In re Weed's Estate, 10 Misc. (N. Y.) 628, 32 
N. Y. Supp. 777; Hunter v. Husted, 46 N. C. 141. 

There is, of coarse, no personal liability on the part of the 
executor aside from property coming into his possession for 
purposes of administration. See Matter of Meyer, 209 N. Y. 
386, 103 N. B. Rep. 713; Matter of Garcia, 183 App. Diy. 
712, 170 N. Y. Supp. 980. 
15 
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ordinary way, and that the Gtovemment should be 
required to give notification of additional tax within 
the time prescribed by the local law for the closing 
of the estate. This argument, however, will hardly 
stand analysis. The tax due is the entire tax, which 
can be determined only by the investigation of the 
return; and the obligation of the executor extends 
to this entire tax. Since the tax is imposed by com- 
petput authority, the State cannot exempt the execu- 
tor from any part of the liability imposed. In dis- 
tributing the estate before the final ascertainment of 
the tax, the executor would be taking a deliberate 
risk of depriving the Government of part of its due.' 
The Bureau has accordingly ruled that the execu- 
tor is personally liable for the payment of any addi- 
tional tax found to be due by the investigation of the 
return, although, after paying the amount shown to 
be due by the return, he has distributed the estate. 
The Regulations provide: 

'^If the amount of tax as finally determined 
exceeds the amount of tax already paid, the col- 
lector will notify the executor of the amount of 
the unpaid balance of the tax and will demand 
payment thereof. * • • Where the investi- 
gation of the return shows that no further tax is 
due, the executor will be notified to this effect. 

5. As to the liability of legatees and distributers for inherit- 
ance taxes where the estate has been distribated, see Sehonler 
on Wills, Executors and Administrators, 6th Ed., See. 1508b. 
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nQtil the receipt of such notification, he should 
reserve a sufficient portion of the estate to 
satisfy any excess tax.'' (Art. 95. )• 

§ 256. Liability of beneficiary. 

The Regulations provide: 

*' Where no executor or administrator has 
been appointed, every person in possession of 
any part of the gross estate is liable for the tax 
as an executor.'' (Art. 113.) 
As has been seen, the provision of the statute mak- 
ing a person in possession of property an ** execu- 
tor," where no regular executor has been appointed, 
has been applied so as to require such person to give 
the 60-day notice and file the return.^ There is no 
logical reason for stopping at this point. If the per- 
son in possession is an '^executor," he is liable to 
all the duties of an executor, one of which is pay- 
ment of the tax (Sec. 407) ; and the statutory pro- 
vision has been extended to cases where there is a 
regular executor if the property in question never 
came into his possession for purposes of administra- 
tion.® Consequently a person receiving the pro- 

6. The importance of a prompt auditing of returns is, of 
course, manifest. If, however, the executor might distribute 
the estate immediately upon filing the return and paying the 
amount shown to be due, no diligence on the part of the 
Government could prevent substantial trouble and danger of 
loss. 

7. See pp. 170-2, 184-6. 

8. See pp. 172-3, 184^ 
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ceeds of a joint bank account after the decedent's 
death is held liable to pay the tax, even though an 
administrator has been appointed.* 

§ 257. Lien. 

The statute provides: 

**That unless the tax is sooner paid in full, 
it shall be a lien for ten years upon the gross es- 
tate of the decedent, except that such part of the 
gross estate as is used for the payment of 
charges against the estate and expenses of its 
administration, allowed by any court having 
jurisdiction thereof, shall be divested of such 
lien/' (Sec. 409.) 

The Regulations provide: 

'*This lien attaches to every part of the gross 
estate, whether or not the property comes into 
the custody or control of the executor. The only 
property divested of the lien is such part as is 
used to pay charges against the estate and ad- 
ministration expenses allowed by the court 
which administers the estate. With this excep- 
tion, the lien can only be divested by payment. 
It attaches to the extent both of the original tax 
shown to be due by the return and of any addi- 
tional tax found to be due upon investigation. 
Payment of the entire tax is necessary in order 
to destroy the lien.'' (Art. 99.) 

9. The same rule would doubtless apply to the transferee of 
property where the transfer is taxable. 
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§ 258. Lien npon transferred property or insurance. 

The statute provides that where the decedent 
makes a transfer which is taxable under the law, or 
insurance passes to a specific beneficiary under cir- 
cumstances imposing a tax liability, and the tax with 
reference to such property is not paid, **such prop- 
erty, to the extent of the decedent's interest therein 
at the time of such transfer, or to the extent of such 
beneficiary's interest xmder such contract of insur- 
ance, shall be subject to a like lien equal to the 
amount of such tax." (Sec, 409.) 

§ 259. Same— Sale by transferee or trustee. 

The statute provides: 

**Any part of such property sold by such 
transferee or trustee to a bona fide purchaser 
for a fair consideration in money or money's 
worth shall be divested of the lien and a like 
lien shall then attach to all the property of such 
transferee or trustee, except any part sold to a 
bona fide purchaser for a fair consideration for 
money or money's worth." (Sec. 409.) 

The Regulations provide: 

** Where the transferee or trustee sells the 
property to a bona fide purchaser for a fair con- 
sideration in money or money's worth, the lien 
upon such property is divested; but there is sub- 
stituted a lien uix)n all of the property of the 
transferee or trustee, except such part as may 
be sold to a bona fide purchaser for a valuable 
consideration." (Art. 101.) 
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§ 260. Release of lien. 

The statute provides: 

*'If the Commissioner is satisfied that the tax 
liability of an estate has been fully discharged 
or provided for, he may, under regulations pre- 
scribed by him with the approval of the Secre- 
tary, issue his certificate releasing any or all 
property of such estate from the lien herein im- 
posed.'' (Sec. 409.) 

The Regulations state: 

**The statute provides that, if the Commis- 
sioner is satisfied that the tax liability of an es- 
tate has been fully discharged or provided for, 
he may issue his certificate releasing any or all 
property of the estate from the lien. The issu- 
ance of certificates is a matter resting within 
the discretion of the Commissioner, and certi- 
ficates will be issued only in case there is actual 
need therefor. In most cases the receipts issued 
by the collector constitute sufficient acquit- 
tance.'' (Art. 100.) 

§ 261. Same— Release after discharge by payment. 
The Regulations provide: 

**The tax will be considered fully discharged 
for the purpose of the issuance of a certificate 
only when investigation has been completed, and 
payment of the excess tax determined to be due, 
if any, has been made. A certificate of release 
of lien may be issued by the Commissioner un- 
der these circumstances upon any or all prop- 
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erty of the estate, upon the filing by the execu- 
tor of an application in duplicate on Form 791. 
The form must contain all the information called 
for.'' (Art. 100.) 

§ 262. Same— Release before discharge by pasrment 
—Security required. 
The Regulations provide: 

'* Where the tax liability has not been fully 
discharged, as provided above, no general certi- 
ficate of release will be granted, but releases of 
lien upon particular items of property will be 
issued upon the filing with the Commissioner of 
such security, if any, as he may require. Where 
security is required, a corporate indemnity bond 
must be furnished, or Liberty Bonds, or other 
bonds of the United States, must be deposited 
with the collector. In lieu of such security, the 
Commissioner may in any case issue the release 
upon payment of the estimated tax upon the 
transfer of the property released, computed at 
the highest rate applicable to the estate. If, 
upon consideration of the application, the Com- 
missioner finds the issuance of the certificate to 
be warranted, the collector will notify the execu- 
tor of the amount of the bond, as fixed by the 
CoDMnissioner.*' (Art. 100.) 

§ 263. Examination of records. 

The statute provides: 

**The Commissioner, for the purpose of as- 
certaining the correctness of any return or for 
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the purpose of making a return where none has 
been made, is hereby authorized, by any reve- 
nue agent or inspector designated by him for 
that purpose, to examine any books, papers, rec- 
ords or memoranda bearing upon the matters 
required to be included in the return,*' etc. 
(Sec. 1305.)»^ 
The Regulations provide: 

**It is the duty of the executor to keep such 
records as the Commissioner may require. Exe- 
cutors are required to keep complete and de- 
tailed records of the affairs of the estate, suffi- 
cient to enable the Bureau to determine accur- 
ately the amount of the tax liability.'* (Art. 
117.) 

§ 264. Taking of testimony. 

The statute also provides that the Commissioner 
**may require the attendance of the person render- 
ing the return or of any officer or employee of such 
person, or the attendance of any other person hav- 
ing knowledge in the premises, and may take his 
testimony with reference to the matter required by 
law to be included in such return, with power to ad- 
minister oaths to such person or persons." (Sec. 
1305.) 

10. This provision and the other provisions quoted from 
Sec. 1305 are not contained in the Estate Tax Law (Title lY), 
but are applicable to estate tax proceedings. 
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The Regulations provide: 

**In order to ascertain the correctness of a re- 
turn, or to make a retnm where none has been 
made, the Commissioner has power to require 
the attendance, and to take the testimony, of the 
person rendering the return, or any officer or em- 
ployee of such person, or any other person hav- 
ing knowledge in the premises. Such person 
may be required to produce any relevant book, 
paper or other record. This power may be exer- 
cised by any revenue agent or inspector desig- 
nated for the purpose.** (Art. 114.) 

265. Ezecator's duty to render statement. 

The statute provides that, 
** every person liable to any tax imposed by this 
Act, or for the collection thereof, shall keep such 
records and render, under oath, such statements 
and returns, and shall comply with such regu- 
lations as the Commissioner, with the approval 
of the Secretary, may from time to time pre- 
scribe.** (Sec. 1305.) 

The Begulations provide: 

**It is also the duty of the executor not only 
to make the formal return, but also to render 
any other sworn statement which the Conmiis- 
sioner may require for the purpose of determin- 
ing whether a tax liability exists.** (Art. 118.) 
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§ 266. Compelling testdmony. 

The statute provides: 

**That if any person is summoned under this 
Act to appear, to testify, or to produce books, 
papers or other data, the district court of the 
United States for the district in which such per- 
son resides shall have jurisdiction by appro- 
priate process to compel such attendance, testi- 
mony, or production of books, papers, or other 
data. 

**The district courts of the United States at the 
instance of the United States are hereby invested 
with such jurisdiction to make and issue, both 
in actions at law and suits in equity, writs and 
orders of injunction, and of ne eweati repuhlioa, 
orders appointing receivers, and such other or- 
ders and process, and to render such judgments 
and decrees, granting in proper cases both legal 
and equitable relief together, as may be neces- 
sary or appropriate for the enforcement of the 
provisions of this Act. The remedies hereby 
provided are in addition to and not exclusive of 
any and all other remedies of the United States 
in such courts or otherwise to enforce such pro- 
visions.'' (Sec. 1318.) 

The Regulations provide: 

** Where any person is summoned to appear 
and testify, or to produce books, papers, or other 
data, the District Court of the United States for 
the district in which such person resides has 
power to compel the giving of the testimony, or 
the production of the books, papers, or data, and 
to issue any appropriate process, writ, or or- 
der.'' (Art. 115.) 
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§ 267. Penalties— Failure to file notice or return. 

The statute provides: 

**That whoever fails to comply with any duty 
imposed upon him under section 404 ii • • • 
shall be liable to a penalty of not exceeding $500, 
to be recovered, with costs of suit, in a civil ac- 
tion in the name of the United States.'* (Sec. 
410.) 

The Revised Statutes provide: 

**In case of any failure to make and file a re- 
turn or list within the time prescribed by law, 
or prescribed by the Commissioner of Internal 
Revenue or the collector in pursuance of law, 
the Commissioner of Internal Revenue shall add 
to the tax 25 per centum of its amount, except 
that when a return is filed after such time and 
it is shown that the failure to file it was due to 
a reasonable cause and not to willful neglect, 
no such addition shall be made to the tax.'' (R. 
S., Sec. 3176; Comp. Sts., 1916, Sec. 5899.)" 

The Regulations provide: 

**For failure to file the 60-day notice or the 
return within the time prescribed, the person 
in default is subject to a penalty not to exceed 

11. Providing for the filing of the 60-day notice and the 
return. 

12. This section was formerly more severe, providing for a 
60% penalty, which was waived only '*when a return is 
voluntarily and without notice from the collector" filed after 
the default. (R. S., Sec. 3176, as amended by Revenue Act of 
1916, Sec. 16.) 
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$500; and, for the failure to file the return, 25 
per cent may be added to the amount of the tax. 
Where it appears, however, that the failure to 
file the return was due to a reasonable cause and 
not to willful neglect, no addition is made to 
the tax/* (Art, 104.) 

§ 268. Same — Filing of false or fraudulent notice or 
return. 
The statute provides: 

**That whoever knowingly makes any false 
statement in any notice or return required to be 
filed under this title shall be liable to a penalty 
of not exceeding $5,000, or imprisonment not 
exceeding one year, or both.'* (Sec. 410.) 
The Revised Statutes provide: 

**In case a false or fraudulent return or list 
is willfully made, the Commissioner of Internal 
Revenue shall add to the tax 50 per centum of 
its amount. '* (R. S., Sec. 3176; Comp. Sis., 
1916, Sec. 5899.)i« 
The Regulations provide: 

** Where statements in the 60-day notice or in 
the return are knowingly and willfully false, 
the person making them is subject to a penalty 
of $5,000, or imprisonment for one year, or 
both; and, for the false return, 50 per cent may 

18. This penalty was formerly 100%. (R. S., See. 3176, as 
amended by Revenue Act of 1916, Sec. 16.) 
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be added to the amount of the tax." (Art. 
103.)^* 

§ 269. Exemption of nonresident estate with refer- 
ence to United States bonds. 
Liberty bonds and other bonds of the United States 
are not included in the gross estate of a nonresident 
alien. This is due to a special exemption provision, 
which, it is ruled, is broad enough to embrace the 
estate tax.** 

§ 270. Qeneral nature of penalties. 
The Regulations provide: 

**Two kinds of penalties are provided for de- 
linquency with respect to the duties imposed by 
the estate tax law: 

(1) A specific penalty, to be recovered by 
suit, unless adjusted by an offer in compromise; 
and 

(2) A penalty of a certain percentage of the 
tax, to be added to the tax and collected in the 
same manner as the tax. 

14. It will be observed that in both of the cases just con- 
sidered the specific penalty applies to both the 60-day notice 
and the retnm, while the ad valorem penalty applies to the 
return only. 

15. See Victory Liberty Loan Act; Act of March 3, 1919, 
Sec. 4 (40 Stat. 1309, 1311) ; amending Fourth Liberty Bond 
Act; Act of July 9, 1918, Sec. 3 (40 Stat. 844, 845). See rulings 
of Aug. 6 and Aug. 21, 1920, contained in War Tax Service, 
Corporation Trust Company, 1920, pars. 322-3, overruling 
previous ruling at par. 173. 
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In any oase of delinquency for which more 
than one penalty is provided the Government 
may impose either or both penalties.*' (Art. 
102.) 

8 271. Same — ^Failure to exhibit records or prop- 
erty. 

The statute provides: 

** Whoever • • • having in his possession 
or control any record, file, or paper, containing 
or supposed to contain any information con- 
cerning the estate of the decedent, or, having in 
his possession or control any property comprised 
in the gross estate of the decedent, fails to ex- 
hibit the same upon request to the Commissioner 
or any collector or law officer of the United 
States, or his duly authorized deputy or agent, 
who desires to examine the same in the perform- 
ance of his duties under this title, shall be lia- 
ble to a penalty of not exceeding $500, to be re- 
covered, with costs of suit, in a civil action in 

' the name of the United States.** (Sec. 410.) 

The Regulations provide: 

** Where a person in possession or control of 
any record, file, or paper, supposed to contain 
information relating to the estate, fails to ex- 
hibit the same, upon the request of the Com- 
missioner or any collector, he is liable to a pen- 
alty not to exceed $500, to be recovered by civil 
action. He must comply with such a request 
whether or not he believes that the documents 
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contain information relating to the estate. A 
person in possession of property forming part 
of the gross estate, and refusing to exhibit the 
same upon the request of the Commissioner or 
a collector, is subject to a similar penalty/* 
(Art. 105.) 

272. Claims for abatement and refQnd--In generaL 

The Revised Statutes provide: 

**The Commissioner of Internal Bevenue, sub- 
ject to regulations prescribed by the Secretary 
of the Treasury, is authorized to remit, refund, 
and pay back all taxes erroneously or illegally 
assessed or collected, all penalties collected 
without authority, and all taxes that appear to 
be unjustly assessed or excessive in amount, or 
in any manner wrongfully collected; also to re- 
pay to any collector or deputy collector the full 
amount of such sums of money as may be re- 
covered against him in any court, for any in- 
ternal revenue taxes collected by him, with the 
cost and expenses of suit; also all damages and 
costs recovered against any assessor, assistant 
assessor, collector, deputy collector, agent, or in- 
spector, in any suit brought against him by rea- 
son of anything done in the due performance of 
his official duty, and shall make report to Con- 
gress at the beginning of each regular session 
of Congress of all transactions under this sec- 
tion,*' (R. S., Sec. 3220; Comp. Sts., 1916, Sec. 
5944.) 
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The Begnlations provide: 

** Under these provisions of law two forms of 
relief are afforded the executor in oases where 
he believes that an excessive amount of tax has 
been assessed against or paid by him, either 
upon the basis of the return or of the investiga- 
tion conducted by the Bureau. The two forms 
of relief are: 

(1) Claim for abatement on Form 47 where 
the tax has been assessed but not paid. 

(2) Claim for refund on Form 46 where the 
tax has been paid.*' (Art. 106.) 

§ 273. Same— Clauns far abatement— Papers to be 
filed. 
The Regulations provide: 

** Claims for abatement of taxes or penalties 
illegally assessed must be made upon Form 47, 
and must be sustained by the affidavits of the 
parties against whom the taxes were assessed 
or of other parties cognizant of the facts. When 
a tax has been assessed, the presumption is that 
the assessment is correct; and the burden of 
showing that it was improperly or illegally as- 
sessed rests upon the applicant for abatement. 
The affidavit must therefore contain a full and 
explicit statement of all the material facts re- 
lating to the claim in support of which they are 
offered and which are essential to proper con- 
sideration. Nothing should be left to inference, 
but all the facts relied upon should appear upon 
the papers themselves.*' (Art. 107.) 
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§ 274. Same— Claim does not bar coUectioiL 

The Begnlations provide: 

**The filing of a claim for the abatement of a 
tax alleged to have been erroneously assessed 
does not necessarily operate as a suspension of 
the collection of the tax. The collector may col- 
lect the tax if he thinks it necessary, and leave 
the taxpayer to his remedy of a claim for re- 
fund.'^ (Art. 107.) 

§ 275. Same— Interest. 
The Regulations provide: 

** Where a claim for abatement is rejected, 
the making of the application does not affect the 
running of interest. The allowance of the claim, 
however, in whole or part, discharges all inter- 
est obligations upon the portion of the claim al- 
lowed. The same rules apply where, upon the 
request of the executor, a reinvestigation is 
made of the amount of an additional tax.'' 
(Art. 108.) 

§ 276. Same — ^Limitation for filing claim to abate 
excess tax. 
The Regulations provide : 

**If it is desired to file claim for abatement of 
the excess amount of tax disclosed upon inves- 
tigation, such claim should be filed with the col- 
lector within 30 days of receipt of the Commis- 
sioner's letter of notification. After that period 

the claim will not be considered, but the tax 
It 
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must be paid, and adjustment made by claim for 
refund/* (Art. 109.) 

§ 277. Claims for refund^*— Papers to be filed. 

The Regulations provide: 

^^ Claims for refund of assessed taxes and 
penalties must be made on Form 46. In this 
case, as in the case of claims for abatement, the 
burden of proof rests upon the claimant. All 
the facts relied upon in support of the claim 
should be clearly set forth under oath. With 
the claim should be presented, in addition to 
the evidence: 

(1) Collector's receipt evidencing payment of 
tax. 

(2) Where the claim is made by the executor 
or administrator, a certified copy of the letters 
testamentary or of administration, and a certi- 
ficate that the appointment remains in full force 
and effect. 

(3) Where the executor or administrator has 
been discharged, a certified copy of the decree 
discharging him, and evidence as to the persons 
entitled to receive the refund, setting forth their 
names. Where the claim is made on behalf of a 
number of persons, there should be furnished a 
power of attorney duly executed by all the bene- 

16. For special provisions for refund where there has been 
no allowance of the deduction of eharitable and similar be- 
qnestSy see supra, p. 152. 
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ficiaries showing the claimant's authority to act 
in their hehalf." (Art. 110.) 

§ 278. Same— Time to file. 

The Bevised Statutes provide that claims for the 
refunding of money illegally collected by the Bureau 
'^must be presented to the Conmiissioner of Internal 
Revenue within two years next after the cause of ac- 
tion accrued/**^ 

§ 279. Same — ^Payment in imrtallments. 

Where the tax is paid in installments, and part of 
the money is due, a question arises as to the date 
when the two-year limitation period begins to run. 
It is held, under such circumstances, that the cause 
of action does not accrue until the executor has liqui- 
dated the amount of tax which is due, and paid a 
sum which is not due. Thus, where the executor 
pays the tax shown to be due by the return, all of 

17. R. S., Sec. 3228; Comp. Sts., 1916, Sec. 5951. The cause 
of action accrues at the time the illegal payment is made. (Pub- 
lic Service Railway Co. v. Herold, 219 Fed. Rep. 301, 309.) 
The Revised Statutes also provide that suit upon the claim must 
be brought '^ within two years next after the cause of action 
accrued." (Sec 3227; Comp. Sts., 1916, Sec. 5950). The refer- 
ence here is to the time when the Commissioner rejects the 
claim or, at the option of the taxpayer, the expiration of the six 
months period within which (see Sec. 3226) it is contemplated 
that the Commissioner will make his decision. Merck v. Treat, 
174 Rep. 388; State Line ft Sullivan R. R. Co. v. Davis, 228 Fed. 
Rep. 246. But compare Schwansehild A Sulzberger Co. v. 
Rucker, 143 Fed. Rep. 656. 



Digitized by 



Google 



242 FEDERAL ESTATE TAX. 

Undervaluation of property — ^Payment of elaims. 

which is due, and is then directed to pay, and pays, 
an excessive amount of additional tax, the period of 
limitation begins to run at the date of the second 
payment; and a claim filed within two years of that 
date is in time.^^ 

§ 280. Undenraluation of property. 

It has been ruled that a deliberate undervaluation 
of property in the return, made by the executor in 
bad faith, is a violation of the statutory provision, 
and subjects him to the penalty for making a false 
return. 

§ 281. Payment of claims. 
The Regulations provide: 

** Warrants in payment of claims allowed will 
be drawn in the names of the parties entitled to 
the money, and will, unless otherwise directed, 
be sent by the Treasurer of the United States 
directly to the proper parties, or their duly au- 
thorized attorneys or agents; but if the claim- 
ants are indebted to the United States for taxes 
such taxes must be paid before the warrants are 
delivered.*' (Art. 111.) 

18. The presumption is thus indulged, as long as possible, 
that the ezeeutor is paying what is actually due. 

If the claim is not filed within the time specified in the 
statute, it is ruled that the Commissioner has no authority to 
receive it, even though there are circumstances of hardship 
attending the illegal exaction. This accords with the general 
rule that (Government a^jg^nts have no authority to waive the 
bar of the Statute of Limitations. Finn v. United States, 123 
U. S. 227; United States v. Utz, 80 Fed. Rep. 848. 
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ADDENDA 
I. 

COMPARATIVE TABLE OF STATUTES CONTAINING 
PRESENT ESTATE TAX LAW. 

Revenue Act of 1918 U. a Compiled Stat- Barnes' Federal Coda» 
(40 Stat., Chap. 18, utes, Annotated, 1916, 1921 Supplement 
pp. 1096-1101 ) . Supplement 1919, Vol. 1. 

Sec. 400 Sec. 6336%a Sec. 5884 

Sec. 401 Sec. 63363^b Sec 5885 

Sec. 402 Sec. 6336%c See. 5886 

Sec. 403 Sec. 6336%d Sec. 5887 

Sec. 404 Sec. 6336%e Sec 5888 

Sec. 405 Sec. 6336%f Sec 5889 

Sec 406 Sec. 6336%g Sec 5890 

Sec. 407 Sec. 6336%li Sec 5891 

Sec 408 Sec 6336%i Sec 5892 , 

Sec. 409 Sec 6336%j Sec. 5893 

Sec. 410 Sec 6336%k Sec 5894 
[243] 
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(T. D. 2372) 
B^TATB Tax. 

Ben6fieiaii«0 coming into poflsession of any property of a de- 
cedent where no exeeator or administrator of the decedent's prop- 
erty is acting, and beneficiaries coming into possession of any 
property of a decedent prior to the appointment of executors or ad- 
ministrators, are required, where the estate would be subject to tax- 
ation, to file the 30-day notice and the return provided by section 
205, Title II, of the revenue act of September 8, 1910. 

Treasuby Dbpaktment, 

Office of Commissioneb of Iistternal Revenue, 
Washington, D. C, September 25, 1916. 
To collectors of internal revenue: 

The subjoined extract from an opinion of the Soli- 
citor of Internal Revenue, dated September 23, 1916, 
is published for the information of those concerned. 

The said law, the revenue act of September 8, 
1916, section 200, defines the term ** executor*' as 
meaning **the executor or administrator of the de- 
cedent, or, if there is no executor or administrator, 
any person who takes possession of any property of 
the decedenf 

Section 205 requires **that the executor, within 30 
days after qualifying as such, or after coming into 
possession of any property of the decedent, which- 
ever event first occurs, shall give written notice 
thereof to the collector;'* and that **the executor 

[244] 
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T. D. 2372. 

shall also, at such times and in such manner as may 
be required by the regulations made under this title, 
file with the collector a return under oath in dupli- 
cate, setting forth the value of the gross estate,'* etc. 

Manifestly, the purpose of the law is to secure 
such information and returns as will enable the Gov- 
ernment to properly execute the law and collect such 
taxes as may be thereby imposed. 

In view of this uniform interpretation as to the 
requirement of notice and returns in all matters of 
revenue taxation, as well as the specific language of 
the law, I am of the opinion that you are justified 
in the preparation of regulations requiring persons 
who come into possession of the property of a de- 
cedent, or any j>art thereof, prior to the appointment 
of executors or administrators, to give due and 
proper notice to the collector of that fact. When 
executors or administrators are appointed they, of 
course, supersede all other persons in the control of 
the property whether such persons are in possession 
or not, and the duty of giving notice and making re- 
turns for the entire estate immediately devolves 
upon such executors or administrators. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved: 

Wm. P. MAiaURN, 

Acting Secretary of the Treasury. 
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T. D. 2378, 2386. 

(T. D. 2378) 

This Treasury Decision contained the original 
Estate Tax Begolations. They were promulgated on 
October 10, 1916, and revised in May, 1917, and 
again in August, 1919, and January, 1921. The last 
revision constitutes the present estate tax regula- 
tions. 

The original regulations are not now of enough 
value to warrant inclusion. 



(T. D. 2385) 
Estate Tax— Taxable Tbansfebs. 

Transfers of property made prior to September 8, 1916, or bj 
instroment dated prior thereto, but made in contemplation of 
death, are taxable where the transferor died after September 8, 
1910, leaving a total estate exceeding the specific exemption, if 
any. 

Treasury Department, 
Office of Commissioner of Internal Bevenxte, 
Washington, D. C, October 21, 1916. 

Mr. 

Sir : Replying to the inqniry in your letter of the 
10th instant, yon are informed that paragraph B 
of section 202, Title II, of the act of September 8, 
1916, provides for the inclusion in the gross estate 
of a decedent dying on or after September 9, 1916, 
of any interest of which the decedent **has, at any 
time, made a transfer'' in contemplation of, or in- 
tended to take effect at or after, decedent's death. 
This language is so specific that it hardly would 
seem open to question that Congress intended to 
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include in the gross estate not only such transfers, 
including gifts and sales not bona fide made by in- 
strument dated after September 8, 1916, or where 
the actual transfer took place after that date, but 
transfers of any kind made in contemplation of 
death at any time whatsoever prior to September 
8, 1916. It is believed also that there is no ques- 
tion of the power of Congress to enact such revenue 
legislation. The test of the tax liability is not in 
such cases the date of the instrument making the 
transfer or the date of the actual transfer, but the 
date of the death of the decedent. 

Respectfully, 

W. H. OSBORH^ 

Commissioner of Internal Revenue. 
Approved : 

Wm. p. Malbubn, 

Acting Secretary of the Treasury. 



(T. D. 2395) 

INHSBITANCB TaZES. 

State inheritance taxes deductible from the gross estate in de> 
termining tax due under Title II of the act of September 8, 1916. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 
Washington, D. C, November 17, 1916. 
Collector Internal Revenue, 
Pittsburgh, Pa. 
Sir: Replying to your letter of the 14th instant 
inquiring whether State inheritance taxes are 
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deductible from the gross estate of a decedent in 
determining the Federal tax due under Title n of 
the revenue act of September 8, 1916, you are in- 
formed that among the deductions from the gross 
estate specified in section 203, paragraph a, sub- 
paragraph 1, of the above-mentioned act is the 
item ^^such other charges against the estate as are 
allowed by the laws of the jurisdiction, whether 
within or without the United States, under which 
the estate is being administered." 

Since it does not appear open to question that 
State inheritance taxes are a primary charge 
against an estate and allowable as credits to execu- 
tors and administrators in every State imposing 
such taxes, they are clearly deductible from the 
gross estate of the decedent whose property and 
interests are liable to the Federal tax imposed in 
Title n of the act of September 8, 1916. 

Respectfully, 

W. H. OSBORH, 

Commissioner of Internal Revenue. 
Approved : 

Bybon R. Nbwton, 

Acting Secretary of the Treasury. 
(Note: This Treasury Decision was revoked by 
Treasury Decision 2524.) 
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(T. D. 2406) 
EffTATB Tax. 

Income earned after decedent's death and appreciation in Talnee 
during adminittration are not to be returned as a portion of the 
gross estate. 

Tbbasuby Departmbkt, 
Office of Combossioneb of Internal Revenue^ 
Washington, D. C, December 2, 1916. 

Mr. 

Sir: Beplying further to your letter of October 
26, 1916, you are informed that Article Vn of regu- 
lations 37 has been reconsidered, and in view of an 
opinion of the Solicitor of Internal Revenue, dated 
November 9, sustained in an opinion of the Attorney 
General of November 29, it is held that, for the pur- 
pose of tax under Title n of the revenue act of 
September 8, 1916, the gross estate of a decedent 
must be based upon the value of the property at the 
time of decedent's death, and income earned after 
death and appreciation in values during administra- 
tion shall not be returned for estate tax. 

Respectfully, 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved: 

Wm. p. Malbuen, 

Acting Secretary of the Treasury. 
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(T. D. 2415) 
E8TATI Tax. 

Oonditioiis under which tentatiTe retarn may be filed and ad> 
▼mee tax payment aeeepted. 

Treasuby Department, 
Office of Commissioner of Internal Reventie, 
Washington, D. C, December 14, 1916. 
Sir: Receipt is acknowledged of your report of 
the 7th instant with regard to the liability to estate 

tax of the estate of . You make specific 

inquiry with regard to the allowance of certain 
estimated deductions from the gross estate which 
were shown by the executor upon his preliminary 
return. 

Section 204 of the taxing act, in which provision 
is made for the allowance of a discount of 5 per 
cent for payment of tax before the expiration of one 
year from the death of the decedent, does not, of 
course, contemplate that, in order to take advantage 
of this discount, executors shall be permitted to 
make vague and inaccurate estimates of the value 
of the gross estate, or the extent of the legal deduc- 
tions therefrom. If executors were permitted to 
make returns which were mere estimates it is 
obvious that they might oftentimes estimate the 
gross estate conservatively and estimate the deduc- 
tions generously, or, at least, it could not be 
assumed that this had not been done, and it would, 
therefore, be necessary that in every case, after the 
final accounting of the executors, the Government 
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should make a supplementary investigation to de- 
termine the true facts, since in the majority of the 
cases it would be probable that the tax had been 
underpaid in the first instance. 

Section 205 provides for the filing of the return 
at such times and in such manner as may be required 
under the regulations promulgated by the Commis- 
sioner of Internal Revenue, with the approval of 
the Secretary of the Treasury, and it is obvious 
that the proper time for return to be made is a time 
coincident, as nearly as possible, with the final 
settiement of the estate and the date upon which 
the estate tax is due. Since in many States more 
than a year from the decedent's death is allowed for 
administration, the time set by the regulations for 
the filing of the return was made coincident with 
the due date of the tax — ^that is, one year after 
decedent's death. 

Section 207 of the act relates primarily to the 
payment of the tax and not to the filing of the 
return, and it contemplates that, if at the time the 
tax is due it is impossible, because of delay in 
administration, for an exactly accurate return to be 
made, a tentative return may be filed and tax shown 
thereon to be due may be tentatively accepted by the 
collector. Neither section 205 nor section 207 con- 
templates that at any time return may be filed and 
tax paid without a reasonably approximate deter- 
mination of the facts relating to the gross estate 
and the separate legal deductions. 

Therefore, when application is made to collectors 
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for authority to file returns within one year from 
the death of the decedent whose estate is being re- 
turned, collectors will require that such tentative 
return be based upon determined or accurately 
determinable values of gross estate and items of 
deductions, and if the estate in question has not 
reached such a state of settlement that a reason- 
ably accurate return can be made, advance payment 
of tax will not be accepted. 

Respectfully, 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 
Internal Revenue Agent, Richmond, Va. 



(T. D. 2421) 
E8TATB Tax. 

Thirty-daj notiee, return, and tax payment required of repre- 
•entatiTee in tliia country of nonrendenta wiiere no exeeutor acta 
within the required time; also a similar requirement in the ease 
of fiduciaries holding property of a resident where no executor 



Tbbasuby Depabtmbkt, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, December 22, 1916, 
To collectors of internal revenue and revenue 
agents: 
Inquiry has been made of this office as to the 
liability under section 205 of the revenue act of 
September 8, 1916, of representatives in this 
country of a nonresident decedent leaving property 
in the hands of the representatives, and where, so 
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far as the representatives know, no executor has 
been appointed. 

Section 205 of the act requires that the ** execu- 
tor*' within 30 days after qualifying as such, or 
after taking possession of any property of dece- 
dent, whichever event first occurs, shall give notice 
to the proper collector, and that later the ** execu- 
tor'* shall file return of the estate. Section 207 
requires that the ** executor** shall pay the tax to 
the proper collector or his deputy. In section 200 
the term ** executor** as used throughout Title II is 
defined as meaning either the executor or admin- 
istrator, or if there is none, **any person who takes 
possession of any property of the decedent.** 

In the instance cited to this office for ruling, it is 
argued that the representatives in this country of 
the nonresident decedent do not **take possession" 
of decedent *s property, and that, since the repre- 
sentatives are neither administrators nor benefi- 
ciaries, they can not be required to file the 30-day 
notice, or return, or make payment of the tax. 

From this view the Government must dissent, for 
although there is no change of agent or representa- 
tive, there is, inunediately upon the nonresident *s 
death, a complete change in the character of the 
agency. Prior to the death, the local representatives 
held the property in charge for the nonresident, but 
immediately the death has occurred they hold sub- 
ject to the order of executors or administrators, and 
for the beneficiaries legally entitled thereto. At the 
moment of death there is, on the part of the local 

17 
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representatives, an actual legal taking of possession 
for succeeding owners — ^a change in the conditions 
of possession so complete that no actuality would 
be added by the substitution of other agents. It is 
clear, therefore, that, under the provisions of Title 
U, such representatives are responsible for the 
filing of the 30-day notice and can be saved from 
this responsibility only if, prior to the expiration of 
30 days from the death of the nonresident, the re- 
quired notice has been filed by the executor or ad- 
ministrator. 

Further weight is given to this ruling by a con- 
sideration of the very evident intent of Congress in 
its definition in section 200 of the term ** executor.'' 
This definition was given with the sole purpose of 
providing effective means for the ascertainment 
and collection of the tax due in every case where the 
complete facts might not be known to the executor 
or where the executor might be in a position suc- 
cessfully to evade his resx)onsibilities under the tax- 
ing act. Obviously, the object on the part of Con- 
gress in causing **any person who takes x>ossession 
of any property of the decedent** to share equally 
with executors and administrators the liability to 
render notice and return and pay the tax was that 
there should not be, under any circumstances of 
transmission, a failure of the administrative power 
to secure a full disclosure of the facts and a com- 
plete satisfaction of the tax. Congress must have 
foreseen, in enacting the final paragraph of section 
202, that without such an administrative require- 
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ment as this the tax due because of stock owned by 
a nonresident in domestic corporations could be suc- 
cessfully evaded. The definition of ** executor ^^ in 
section 200 was made intentionally so broad that no 
property subject to the tax could escape taxation 
through any uncertainty as to the person liable for 
giving accurate information with regard thereto. 

The 30-day notice will therefore be required in 
every case of such representatives in the United 
States of nonresident decedents, unless the repre- 
sentatives know that within 30 days after the death 
of the decedent the executor or administrator has 
filed the notice. Similarly, the return for the i)or- 
tion of the estate within their charge will be re- 
quired of the local representatives within one year 
from the death of the decedent, unless the local 
representatives, prior to that time, have ascertained 
that the executor or administrator has filed the re- 
turn. Similarly, tax payment will be required of 
the representatives out of the property in their 
charge if payment has not been made before the due 
date by the executor or administrator. The penalty 
imposed in section 210 for failure to fulfill these 
requirements is $500, to be recovered with costs of 
suit in a civil action. 

This ruling applies also with regard to certain 
property of residents, such as the decedent ^s interest 
in joint bank accounts or any other property owned 
jointly, or as tenants in entirety, and property con- 
veyed by deed of trust. In such cases the fiduciary 
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holding for the succeeding beneficiary the dece- 
dent's share of the joint account, or other property 
jointly owned, or acting as trustee of property con- 
veyed to beneficiaries by a deed of trust, is required 
to file the 30-day notice and the return and make 
tax payment, unless, within the required periods, 
the requirements of the law have been otherwise 
fully satisfied. 

W. H. OSBOBK, 

Commissioner of Internal Revenue. 
Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2449) 
E0TATI Tax. 

The valae of United States bonds can not be excluded from the 
gross or net estate in determining estate tax due. 

Treasury Department^ 
Office of Commissioner of Internal Revenue, 
Washington, D. C, February 13, 1917. 
The following opinion of the Solicitor of Internal 
Revenue, rendered February 13, 1917, is published 
for the information of all concerned. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 
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Sir : Answering the question presented by 



under date of the 10th instant, relative to the lia- 
bility of estates to taxation under the recent Federal 
estate tax, it is manifest from the following deci- 
sions of the United States Supreme Court that 
United States Government bonds must be added to 
the value of estates for the purpose of taxation 
under said act. 

The United States Supreme Court in Plummer v. 
Coler (178 U. S. 134), considering the question 
whether, under the inheritance-tax laws of a State, 
a tax might be validly imx)osed upon a legacy con- 
sisting of United States bonds issued under a statute 
declaring them exempt from State taxation in any 
form, said: 

We think the conclusion, fairly to be drawn from 
the State and Federal cases, is, that the right to 
take property by will or descent is derived from 
and regulated by municipal law; that, in assessing a 
tax upon such right or privilege, the State may law- 
fully measure or fix the amount of the tax by refer- 
ring to the value of the property passing; and that 
the incidental fact that such property is composed 
wholly or in part of Federal securities does not 
invalidate the tax or the law under which it is im- 

And dealing directly with the i)ower of the 
Federal Government under the inheritance-tax act 
of 1898 to impose legacy taxes upon the transmis- 
sion of an estate consisting of ** free-tax'^ (Jovem- 
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ment bonds, the court, in Murdock v. Ward (178 
IT. S. 147), referring to the discussion and decision 
in the Plummer case, held: 

If a State inheritance law can validly impose a 
tax measured by the amount or value of the legacy, 
even if that amount includes United States bonds, 
the reasoning that justifies such a conclusion must, 
when applied to the case of a Federal inheritance 
law taxing the very same legacy, bring us to the 
same conclusion. We must, therefore, hold that if, 
as held in Knowlton v. Moore, the tax imx)osed 
under the act of June 13, 1898, is not invalid as a 
direct, unapportioned tax, nor for want of uni- 
formity, nor as an infringement upon the laws of 
the States regulating wills and descents, then the 
tax ui)on legacies or bequests, descendible under and 
regulated by State laws, is valid, even if such 
legacies incidentally are composed of Federal bonds. 

And, further, in Sherman v. United States (178 
U. S. 151), the court said: 

The proposition that bonds of the United States 
and the income therefrom are not lawfully taxable 
under an inheritance tax law of the United States, 
because exempted by contract from such tax, has 
just been decided not to be well founded. 

This is clearly conclusive of the whole question. 
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(T. D. 2450) 
E8TATB Tax. 

Method of determming share in commoiiity property or property 
owned jointly or in entirety. To be returned as a portion of the 
gross estate of a decedent tenant. 

Tbeasuby Department, 

Office of Commissioneb of Iktebnal Revehtctb, 

Washington, D. C, February 14, 1917. 

Sir: Receipt is acknowledged of your letter of 

the 6th instant, calling attention to the report of 

the revenue agent, dated the 3d instant, with regard 

to the liability to estate tax of the estate of . 

Ton state that, under the Texas law, all proi>- 
erty earned by a husband or wife during the period 
of their marriage is community property and owned 
jointly. The death of either does not affect the 
interest owned by the survivor; that is, this interest 
does not pass by inheritance. The public records in 
such cases may, however, be misleading because any 
conveyance, legally made to both, is apt to be re- 
corded in the name of one, usually the husband. As 
a matter of fact, however, there is a legal pre- 
sumption that the whole property conveyed to either 
is community, without reference to the manner of 
its acquisition. However, if property were pur- 
chased by the separate means or property of either, 
or were received by either as an inheritance, such 
property would not be community but would be in- 
dividual property, without reference to the manner 
in which the deed of conveyance is stated. Not- 
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withstanding this, however, under the presumption 
of the Texas law, it would have to be considered 
community property until facts otherwise were 
developed. 

In the case of the estate the revenue 

agent rei)orted as belonging to the estate of the de- 
ceased husband the entire property, which the public 
records showed as in his name. The widow, who is 
also administratrix, stated to the agent that the 
entire property so treated by the agent as the gross 
estate of the deceased husband was, in fact, com- 
munity property, but up to this time she has sub- 
mitted no evidence substantiating this contention. 
While for the purposes of local administration a 
presumption would be created by the local law in 
favor of the widow ^s contention in this case, such 
a presumption does not rest in her favor so far as 
any responsibility or duty that may be imposed 
upon her by Federal law is concerned. No State 
statute of this character has any modifying effect 
whatever upon the explicit terms of a Federal tax- 
ing act. The act of Congress of September 8, 1916, 
creates its own presumptions and defines explicitly 
the terms under which exemption from tax may be 
claimed. 

You will note that, under section 202, paragraph 
C, there is required to be included in the gross 
estate of a decedent all the interest held jointly or 
as tenants in the entirety by the decedent and 
another person, ** except such part thereof as may 
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be shown to have originally belonged to such other 
person and never to have belonged to the decedent'' 
Under this paragraph of the taxing act, wherever 
the public records show property in the name of the 
decedent, the presumption is that it was the sole 
property of the decedent, and the burden of proving 
that another person owned, prior to the decedent's 
death, any interest therein is not upon the Govern- 
ment but is upon the estate. 

Tou will note the extremely limiting terms of the 
paragraph quoted above, and that it must be shown 
that any part of the property to be excluded from 
the gross estate must have actually belonged in the 
first instance to a person other than the decedent 
and that it has never been owned by the decedent. 
If, under the Texas law, property conveyed to a 
husband or wife during their marriage is taken by 
each in entirety and in such a manner that it could 
not be contended that any specific part belonged to 
either, but that each was the owner of all, and upon 
the death of either no new interest or title vested 
in the survivor, as is the case in some States, the 
Government, under a strict and technical interpre- 
tation of paragraph C of section 202, would perhaps 
be justified in demanding that the whole of the 
property thus owned be included as a portion of 
the gross estate of the decedent. This, however, 
does not seem to have been the intent of Congress, 
and it has heretofore been ruled in a similar case 
that one-half of the property thus jointly owned 



Digitized by 



Google 



262 FEDERAL ESTATE TAX. 

T. D. 2463. 

should be returned as a i)ortion of the gross estate 
of the decedent husband or wife^ as the case might 
be. 

In the case of the estate, therefore, you 

should require of the administratrix in due time the 
return on Form 706, and therewith may be subnoitted 
any evidence available to the administratrix to 
establish that any part of the property included in 
the gross estate was actually community property 
of the decedent and his wife and that, therefore, 
but one-half thereof is to be treated as the estate of 
the decedent. 

Respectfully, 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 
Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2453) 

Estate Tax. 

The dedactioDB from the gross estate provided in seetion 203^ 
paragraph 1, are limited to amounts allowed under the lawa of 
the local jurisdiction. 

Trbasuby Depaetmbnt, 
Office of Commissioner of Internal Bevenub, 
Washington, D. C, March 7, 1917. 
Sir: Receipt is acknowledged of your letter of 
the 3d instant, quoting section 203, paragraph 1, of 
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the estate-taxing act and inqniring whether the 
phrase ^^snch other charges against the estate as 
are allowed by the laws of the jurisdiction*' is inter- 
preted by the bureau as limiting all the preceding 
clauses of the paragraph; that is, whether any 
amounts could be deducted from the gross estate 
because of funeral expenses, claims against the 
estate, losses, etc., which were in excess of the 
amounts allowable under the laws of the loc€d juris- 
diction. 

While the punctuation and construction of the 
paragraph may not be absolutely conclusive upon 
this point, it is the opinion of this office that the 
limitation set up in the concluding part of the para- 
graph applies to all the items enumerated in the 
paragraph; that is, there could not be deducted 
from the gross estate in determining the net estate 
liable to tax any funeral or other expenses or any 
losses and charges which were in excess of the 
amounts allowable under the laws of the local juris- 
diction as credits to administrators or executors in 
their accounts in the probate courts. 

It is so ruled. 

Respectfully, 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 
Mr. . 
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(T. D. 2454) 

Estate Tax. 

Daties of hein, donees, trustees, fidaciaiies, transfer agents, 
and others having or coming into possession of property of a 
decedent whose estate is liable for estate tax. 

Trbasuby Dbpabtmbnt, 
Office of Commissioner of Internal Revenue, 
Washington, D. C, February 28, 1917. 
To collectors of internal revenue: 

Section 200 of the revenue act of September 8, 
1916, in defining the term ** executor '' as including, 
**if there is no executor or administrator, any per- 
son who takes possession of any property of the 
decedent,'^ clearly intended to provide that wherever 
circumstances are such that the Government could 
not proceed against an administrator or executor 
for satisfaction of the requirements of the taxing 
act there shall be no failure, because of inability to 
hold others in possession responsible, to collect the 
whole tax due. 

Careful consideration has been given in the light 
of this intent of Congress to the problem of deter- 
mining how far the duties of filing 30-day notice and 
return and making tax payment may be left solely 
to duly appointed executors or administrators, and 
to what extent, in order to insure the collection of 
tax due, others in possession must be required to 
assume these responsibilities. As a result of this 
consideration the following supplemental regula- 
tions are promulgated, under authority of section 
212 of the act. 
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Estates of resident decedents. 
Thirty-day notice (Form 705) must be filed, within 
30 days after death of the decedent whose estate is 
taxable, by others than executors or administrators, 
as follows: 

(1) By the surviving husband or wife, as the case 
may be, for one-half the value at the decedent ^s 
death, of community property owned by the dece- 
dent and the survivor. 

(2) By the first taker after the decedent of any 
of decedent's real property where this passes, in 
accordance with the local law, directly to the heirs 
of decedent. 

(3) By donees who have received within two 
years prior to the decedent's death any gift of 
material value from the decedent, or who have re- 
ceived at any time whatever gifts made by decedent 
in contemplation of, or intended to take legal effect 
at, death. 

(4) By trustees holding property conveyed during 
lifetime by the decedent in contemplation of death 
or with intent to provide for others than decedent 
at or after decedent's death, regardless of the date 
of the instrument making the conveyance, or the 
date of i)ossession by the trustee, or the date of 
vesting of the right of survivors to possession or 
enjoyment at or after decedent's death. 

(5) By fiduciaries holding property of any kind 
jointly or in entirety for the decedent and another 
or others. 
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(6) By any other person, persons, joint-stock 
companies, corjwrations, or associations holding at, 
or taking immediately upon, decedent's death any 
property inclnsive in the gross estate under the 
definition of section 202 of the taxing act, which 
property may not be taken in charge by decedent's 
executors or administrators, if any. 

When the collector of internal revenue shall re- 
ceive Form 705, filed as above required, he shall 
proceed as indicated in Article XII of regulations 
No. 37. If, at the expiration of one year from de- 
cedent's death, it has not been ascertained that an 
administrator or executor has been appointed for 
the decedent's estate, the collector will proceed to 
secure return and tax payment from the beneficiary 
or beneficiaries, in accordance with Articles XVI 
and XVn of regulations No. 37. 

Estates of nonresident decedents. 
The 30-day notice (Form 705) is required to be 
filed for all property of every kind, located or 
legally situate in this country (including Hawaii 
and Alaska), by those agents or representatives, 
donees, transferees, trustees, or fiduciaries of a de- 
cedent dying domiciled abroad, whether alien or 
citizen of the United States. The notice must be 
filed within 30 days from decedent's death with the 
collector of internal revenue in whose district the 
property within this country is situate, unless the 
local agent, etc., having the property in charge 
knows that there is other property of decedent lo- 
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cated in another collection district, in which case 
the notice is to be filed with the collector of internal 
revenue, Baltimore, Md. 

If it be not possible for the local agent, representa- 
tive, etc., to file the notice within 30 days from 
death of the nonresident, the penalty denounced in 
section 210 will not be asserted if the notice is filed 
within 30 days from the day upon which the local 
agent, representative, etc., receives information of 
the nonresident decedent's death. 

Each collector receiving Form 705 showing prop- 
erty of a nonresident will immediately inform the 
commissioner of the fact. A record will be kept in 
the commissioner's office from which it can be de- 
termined whether Forms 705 for a given estate have 
been filed in more than one collection district, in 
which case the several collectors will be instructed 
to forward the Forms 705 to the collector at Balti- 
more, Md. 

In due time, if the administrator or executor of 
the nonresident decedent has failed to file return 
as provided in section 203, paragraph (b), and pay 
the tax due, the collector shall require such return 
and tax payment from the local agent, representa- 
tive, etc. No deductions whatever from the gross 
estate will be allowed in such a case unless all the 
property of the nonresident decedent is shown to be 
located in this country and it is established that all 
has been returned for estate tax. Where there is 
more than one holder in this country of decedent's 
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property, the collector will aggregate the separate 
returns, proceeding in accordance with Article 
XVTI of regulations No. 37. 

Under no circumstances may the local agent, rep- 
resentative, etc., release to a foreign administrator 
or executor or a foreign beneficiary of the decedent 
any property within this country at the time of 
decedent's death until either (1) the tax due be- 
cause thereof has been paid or (2) ancillary letters 
have been taken out in this country or otherwise 
provision has been made by the estate for the sat- 
isfaction of the tax lien resting upon the decedent's 
property in this country. When such ancillary let- 
ters have been taken out or such provision has been 
made, the local agent, representative, etc., shall im- 
mediately inform the collector fully as to the facts. 

An administrator or executor acting in a foreign 
country will not be recognized as relieving others in 
charge or possession of a decedent's property from 
responsibility for satisfying the requirements of the 
taxing act unless and until he has made return and 
tendered payment of all tax due. The penalty de- 
noxmced in section 210 of the act will be asserted 
against every agent, representative, etc., in this 
country releasing to a foreign administrator or ex- 
ecutor or beneficiary of the decedent the property 
within this country, except where the requirements 
of this regulation have been complied with. 

The above regulation fully applies to transfer 
agents of corporate stock or bonds, receiving into 
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possession for transfer purposes such personalty 
of a nonresident decedent. The transfer shall not 
be effected or the stock or bonds released to the for- 
eign administrator or executor or the succeeding 
beneficiary until the transfer agent shall have been 
fully assured either that the tax due has been paid 
or that ancillary letters have been taken out in this 
country or provision otherwise made for the satis- 
faction of the tax lien against the estate. 

This ruling applies also to safe-deposit com- 
paniesy warehouses, and similar custodians of prop- 
erty in this country of a nonresident decedent, to 
brokers holding as collateral securities belonging 
to a nonresident decedent, to banking institutions 
holding money of nonresident decedents on deposit 
or for any specific purpose, such as the purchase 
of goods, so long as the title rests in the nonresi- 
dent decedent, his estate or his heirs, and to debtors 
in this country of nonresident decedents. 

It does not apply to carriers of property of a non- 
resident decedent while such property is in their 
charge for the purpose of transit. 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 
Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 

18 
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(T. D. 2477) 
ESTAin Tax. 

P rop erty putmg under generel power of appointmeat is tax- 
able as a portion of the gross estate of the decedent appointor. 

Treasury Department^ 

Office of Commissioner of Internal Revenue, 
Washington, D. C, April 7, 1917. 
To collectors of internal revenue: 

It is held that where a decedent exercises a gen- 
eral i)ower of appointment as donee under the will 
of a prior decedent the property so passing is a 
portion of the gross estate of the decedent ap- 
pointor. See Brandies v. Cochrane (112 U. S. 344, 
352); Olney v. Balch (154 Mass. 318); Clapp v. 
Ingraham (126 Mass. 200) ; Rogers v. Hinton (62 
N. C. 101) ; Tompson v. Towne (2 Vern. 319) ; Bain- 
ton V. Ward (2 Atk. 172). 

When property is transferred by a special or 
limited power of appointment, the question of tax- 
ability will depend upon the terms of the instru- 
ment by which the donee of the power — the appoin- 
tor — acts. The facts in every such case should be 
reported fully to the commissioner in order that de- 
cision as to tax liability may be made. 

David A. Gates^ 
Acting Commissioner of Internal Revenue. 

(Note: This Treasury Decision was modified by 
Treasury Decision 3088.) 
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(T. D. 2483) 
Estate Tax. 

Ck>mpatation of diTidenda upon stock and interest upon bonds 
owned by decedent whose estate is taxable. 

Treasuby Depabtment^ 
Office of Commissioner of Internal Revenue, 
Washington, D. C, April 20, 1917. 
Sir: Receipt is acknowledged of your letter of 
the 16th instant with regard to accrued income on 
stock in corporations owned by a decedent at the 
time of death, and in reply you are informed that 
there should be included in the gross estate the en- 
tire dividend declared prior to the day of death, 
whether received before or after that day. No part 
of a dividend declared after death should be in- 
cluded in the gross estate. 

With regard to bonds, obviously a different rule 
applies and the actual interest accrued to the day 
of death must be returned as a portion of the gross 
estate. 

Respectfully, 

David A. Gates, 
Acting Commissioner of Internal Revenue. 
Mr. . 



(T. D. 2490) 
Estate Tax. 

Duties of coTporations and their transfer agents, registers of 
bonds, and paying agents. 
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Treasury Department, 
Office of Commissioner of Internal Revenue, 
Washington, D. C, May 14, 1917. 
To collectors of internal revenue and others con- 
cerned: 
The duties under Title 11 of the revenue act of 
September 8, 1916, of corporate transfer agents, 
registers of bonds, and paying agents and of cor- 
porations performing for themselves the duties cus- 
tomarily performed by such agents are defined as 
follows : 

(1) Where the transfer of stock or bonds or pay- 
ment of dividends or interest theretofore the legal 
property of a decedent, whether a resident or a non- 
resident, is made to or upon the order of an execu- 
tor or administrator acting under letters granted 
in the United State, Hawaii, or Alaska, the corpo- 
rate agent or officer will not be required to file the 
30-day notice, make return, or pay tax. 

(2) The 30-day notice is required to be filed when- 
ever a corporation, its transfer agent, register, or 
paying agent is called upon to make a transfer of 
stock or bonds, or to pay interest or dividends to 
any person succeeding in right thereto a stockholder 
or bondholder who, since September 8, 1916, has 
died domiciled outside the United States, Hawaii or 
Alaska, unless such successor in interest is an ex- 
ecutor or administrator of the nonresident decedent 
acting under letters granted within the United 
States, Hawaii, or Alaska. 
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(3) The 30-day notice will show the name and ad- 
dress at the time of death of the nonresident de- 
cedent, a description and valuation of the property 
to be transferred or paid, and the name, designation 
(execntor or other), and address of the person to 
whom transfer or payment is made and will be 
signed by the proper officer or agent of the corpo- 
ration. A form of notice to be known as Form 714 
is in preparation and will be furnished collectors 
for distribution. In the meantime informal notice 
giving all the above required data must be filed. 

(4) This notice must be filed for dividends de- 
clared prior to the day of death and for interest 
payable after death to the extent of the portion ac- 
crued to the day of death. 

(5) If this notice be filed as required either 
within 30 days from death or immediately upon re- 
ceipt of the order for transfer or payment, the 
transfer or payment need not be postponed. The 
collector, immediately upon receipt of the notice, 
will conmiunicate with the foreign executor or suc- 
ceeding party in interest, advising of the require- 
ments of the estate taxing act and furnishing blank 
Forms 706 for the making of the return. If, within 
the legal period, the tax is not paid, proceedings will 
be instituted under section 208 of the taxing act for 
the sale of the property and the satisfaction of the 
tax. 

(6) In every case, inmiediately upon receipt of 
the 30-day notice herein referred to, the collector 
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will notify the commissioner of the facts, so that 
from a record kept in the commissioner's office it 
may be determined whether property of the non- 
resident is located in more than one collection dis- 
trict, in which case the proper information and in- 
structions will be communicated by the commis- 
sioner to the collector at Baltimore. It is essential 
that collectors comply promptly with this require- 
ment, so that in every case the total estate within 
the United States and the true tax may be ac- 
curately determined. 

(7) This regulation is promulgated in view of 
present international conditions, and is subject to 
revocation should it be demonstrated that the ac- 
commodation herein made to corporations and their 
agents results in insecurity of the revenue. This 
regulation is not to be construed in any degree as 
modifying the interpretation hitherto given by the 
department of the term ** executor'* as used in sec- 
tion 200 of the act of September 8, 1916. 

(8) This regulation supplants former regulations 
aflFecting corporate transfer and paying agents and 
registers of corporate bonds only in so far as the 
specific terms of such former regulations are in- 
consistent herewith. 

Davto a. Gates, 
Acting Commissioner of Internal Revenue. 
Approved : 

Byron R. Newton, 

Acting Secretary of the Treasury. 
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(T. D. 2497) 

Estate Tax. 

InstructioiiB, with taMeB, relating to the oomputatioii of the 5 
per eent difloount to be allowed on estate tax when paid before 
one year after the death of decedent. 

Tebasuby Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, June 4, 1917. 

To collectors of internal revenue: 

(1) Numerous inquiries have been addressed to 
the bureau relative to the method of computing the 
5 per cent discount allowable on estate taxes where 
said taxes are paid in less than one year after the 
death of the decedent, as to accepting x)artial jmy- 
ments of estate taxes based on tentative returns, 
and as to the proper manner of reporting said 
taxes on Form 22. 

(2) Tables showing the discount on $1 from 1 to 
364 days have, therefore, been prepared and are 
hereto appended. Collectors and others concerned 
in computing the discount should use these tables 
exclusively. Care should be taken to determine the 
number of days remaining in the month during 
which payment is made and count forward actual 
days until due date. For example : Date of death, 
March 4, 1917, payment made September 13, 1917 ; 
there would be 17 days remaining in September, 
October 31, November 30, December 31, January 
31, February 28, and four days in March, the due 
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date, making a total of 172 days for which discount 
is allowable. 

(3) Now, in computing the discount, find in the 
table the discount on $1 for 172 days and multiply 
the gross tax by this. The result will be the dis- 
count allowable, which, deducted from the full gross 
tax, will give the amount of tax on the date payment 
is made. 

Executors in computing discount will use as the 
date of payment the date when said payment will 
actually be placed in the collector's hands, as the 
statute fixes that as the date of payment regardless 
of the date of remittance or mailing. 

(4) In reporting estate taxes on the assessment 
list, the collector should in every case append a foot- 
note on Form 23 as follows: Gross tax, $ ; paid 

(give date) ; discount for days, $ . 

(5) Frequently, executors will file a return and 
request the collector to advise them of the amount 
of tax due, less discount. In such cases, the collec- 
tor should compute the discount to some future 
date, advising the executor of the amount necessary 
to satisfy the tax on the date named, making it clear 
that the computation is based on the presumption 
that the money will be in his (the collector's) hands 
on that date. 

(6) Again, executors file a tentative return and 
ask permission to make a partial payment of the 
tax due, usually specifying a certain amount, pro- 
vided the discount on this amount is allowed. 
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(7) The department sees no objection to collec- 
tors accepting such partial pajments and reporting 
the same on their assessment list as advance pay- 
ments. Care should be taken, however, to compute 
the present worth of such payments in order to 
determine how much of the tax is discharged. The 
computations in such case should be filed with the 
tentative return in order that when a complete or 
fiscal return is filed the balance of the tax due can 
readily be determined. The present worth may 
readily be found by use of the table as follows: 
From $1 deduct the amount of discount on $1 from 
date of payment to due date. Divide the amount of 
tax paid by this remainder, and the quotient will be 
the present worth of the amount of tax liability 
discharged. 

(8) For example, a partial i)ayment of $300,000 
is tendered 278 days before due date. By the table 
5 per cent discount on $1 for 278 days is found to 
be $0.0380821; $1 less $0.0380821 leaves $0.9619179; 
$300,000 divided by $0.9619179 equals $311,876.82, 
the present worth or the amount of tax liability dis- 
charged by the partial payment. 

(9) Hereafter in reporting estate tax on Form 
22 it will only be necessary to report the total 
amount collected under each act. The discount al- 
lowed will likewise be reported for statistical pur- 
poses on Form 22 in totals only. In cases like that 
described in imragraph 8 the dijBFerence between 
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the money paid and the present worth would be re- 
garded as discount in reporting on said form. 

David A. Gates, 
Acting Commissioner of Internal Revenue. 

(There follows a table for computing the amount 
of discount. The right to discount is now abolished, 
and the table is no longer in use.) 



(T. D. 2513) 
E8TATI Tax. 

Xnatnietioiit for executing Form 706, reyised July, 1917. 

Tbbasuby Department, 
Office of Commissioner of Internal Revenue, 
Washington, D. C, July 16, 1917. 
To collectors of internal revenue and others con- 
cerned: 
The following instructions for executing Form 
706, revised July, 1917, are issued. An allotment of 
this decision (No. 2513) will be furnished each col- 
lector, and a copy should be transmitted with Form 
706 to every executor or other representative of an 
estate required to make return. A copy of Regula- 
tions No. 37, revised May, 1917, should also be fur- 
nished in every such case. 

1. If decedent maintained more than one resi- 
dence, his principal residence (actual domicile) de- 
termines the internal-revenue district in which re- 
turn must be filed and tax paid. 
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2. If decedent was a nonresident and his sole 
property within the United States, Hawaii, or 
Alaska was stock or bonds of an American corpora- 
tion, his return should be filed with the collector in 
whose district the head office of the corporation is 
located, unless the estate has a representative in 
this country having the stocks or bonds in charge, 
in which case the return may be filed with the col- 
lector in whose district the representative has his 
office. 

3. In describing realty it may not be necessary 
to recite the whole description on the deed, but suf- 
ficient data should be given in each case to permit an 
inmiediate and exact location by a Government of- 
ficer. For example : W. H, sec. 2, tp. 20, Madison, 
HI.; or House and lot, 125, So. Main St., Auburn, 
N. Y. 

4. If accrued income has been reduced to cash 
prior to death and is included in **cash in bank*' or 
otherwise accounted for on the return, it should not 
be set up in the income column. 

5. Under item 2 there must be shown every gift or 
transfer of material value made or effected by de- 
cedent within two years prior to day of death. With 
the return may be submitted such evidence as the 
estate elects to submit showing whether the gift or 
transfer was made in contemplation of death, and 
the question of taxability will be ruled upon by the 
Commissioner before the assessment against the 
estate is confirmed. Every gift or transfer made 
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in contemplation of or intended to take effect at 
death must be returned, regardless of the date when 
made or eJBFected. 

6. The highest selling price of stocks and bonds 
on the day of death fixes the value to be returned; 
or if no sale, then the highest bid price. If the 
stocks or bonds are not listed on the market, the 
executor may set up, from the best evidence he pos- 
sesses, a value that he deems the true value as of the 
day of decedent's death. 

7. If the bulk of the estate is community property 
held in legal partnership by decedent and spouse, 
its value should not be shown under item 4, but de- 
cedent's legal share should be returned under the 
several items, realty, stocks and bonds, etc.; other- 
wise the jointly owned property should be exactly 
described under item 4. 

8. No item of deductions can be taken in excess 
of an amount actually expended, or if expended, in 
excess of the limit, if any, set upon such expendi- 
ture by the local law. 

9. Mortgages resting on decedent's property 
should be shown under ** Deductions" and the full 
value of the mortgaged realty should be shown un- 
der item 1 of ** Gross estate." A similar rule must 
be applied with regard to hypothecated personalty. 

10. It should be noted that deductible losses are 
strictly limited to those arising from fires, storms, 
shipwreck, or other casualty, and theft, when not 
compensated for, by insurance or otherwise. 



Digitized by 



Google 



TREASURY DECISIONS. 281 

T. D. 2513. 

11. If discount is taken in paying State inherit- 
ance or transfer tax, only the net amount of the 
payment can be deducted. 

12. A nonresident *s estate will show under items 
of the ** Gross estate '* only the gross estate within 
the United States, but will show under ** Deductions*' 
the entire legal deductions wherever incurred. It 
will then show in the space subjoined to *^Eecapitu- 
lation'* the whole gross estate wherever situated 
and compute in accordance with Article XXIII of 
Regulations No. 37, revised May, 1917, the allow- 
able share of total deductions. 

13. The initial rates of tax apply if the decedent 
died between September 9, 1916, and March 2, 1917, 
inclusive. The rates 50 per cent higher apply if 
the decedent died on or after March 3, 1917. 

14. In computing discount, follow carefully T. D. 
No. 2497 of June 4, 1917. 

15. In the jurat, cross out the inapplicable word, 
so that the return will certainly show whether it is 
submitted as tentative or final. 

16. Further instructions are set forth fully in 
Regulations No. 37, revised, copy of which may be 
secured from the collector. 

17. Remember that return and tax payment must 
be in the collector's hands before the year from the 
day of death has expired. 

Daved a. Gates, 
Acting Commissioner of Internal Revenue. 
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(T. D. 2524) 

BaSATB Tax— INHBITANOK TaZIS. 

Bute inlieritaiiee taxes not deductible under Title n, act of 
September 8, 1916.— T. D. 2395 of November 17, 1916, revoked. 

Teeasuby Department, 
Office of Commissioner of Internal Revenue, 
Washington, D. C, September 10, 1917. 
To collectors of internal revenue: 

An exhaustive study of the nature of State in- 
heritance taxes has led this office to the conclusion 
that amounts paid to States on account of inherit- 
ance, succession, or legacy taxes are not **such other 
charges against the estate as are allowed by the 
laws of the jurisdiction,** and accordingly are not 
deductible in arriving at the amount of Federal 
estate tax. T. D. 2395 of November 19, 1916, is 
hereby revoked. 

David A. Gates, 
Acting Commissioner of Internal Revenue. 

Approved : 

Byron R. Newton, 

Acting Secretary of the Treasury. 



(T. D. 2529) 
Ebtate Tax. 

Honaefaold effects and like personalty used by husband and 
wife in the marriage relation are presumed to be the property of 
the husband, and, in the absence of sufficient evidence to rebut 
this presomptiony must be returned as a portion of his gross 
estate. 
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Tbbasxtby Department, 

Office of CoMMissioiifER of Internal Revenue, 
Washington, D. C, October 4, 1917. 
To collectors of internal revenue and internal-reve' 
nue agents: 

In reviewing returns on Form 706 in this office, it 
is found that oftentimes there are reported no 
household goods or other miscellaneous personalty 
of that character. This fact is brought to the at- 
tention of the examining officer, and in most cases 
results in the discovery of the existence of such 
property belonging to the estate of the decedent. 
In other cases the examining officers have been re- 
porting the substance of the following: *^ Widow of 
deceased claims the household effects, etc., as her 
own separate property.'' 

Statements to the above effect, unexplained, are 
not sufficient to relieve the estate from returning 
and imying tax upon the household furniture used 
by the decedent in the household occupied by him- 
self and wife. Upon the decease of a husband the 
household goods and other chattels used by hus- 
band and wife in the marriage relation are pre- 
simied to be the property of the husband. If the 
wife claims the same as her separate property, she 
has the burden of establishing that claim. 

There are certain situations where the widow's 
claim will not be questioned, and will consequently 
relieve the estate from returning the household 
goods as part of the gross estate of the deceased 



Digitized by 



Google 



284 FEDERAL ESTATE TAX. 



T. D. 2529. 



husband. All that is required in such cases is suf- 
ficient evidence of the existence of the facts in ques- 
tion. Such situations are as follows: (1) Where 
the articles of household furniture were owned by 
the wife prior to marriage; (2) where the wife has 
purchased the household effects during coverture 
with her separate funds; (3) where the household 
effects represent gifts from a third person to the 
wife individually during coverture. 

It is not at all unconmion, however, that the house- 
hold effects have been purchased by the husband 
since the marriage and at his death the wife claims 
that the decedent made her a gift of the various 
articles during the marriage, although the articles 
have never left the possession of the husband — i. e., 
they remain in the household occupied by the hus- 
band and wife and are used by them jointly. Such 
property is presumed to be owned by the husband, 
and if the wife, or any other person for that matter, 
claims the household effects as a gift from the de- 
ceased the burden of proving the gift rests upon 
the person asserting it. A gift from husband to 
wife must be clearly established. There must be 
clear and incontrovertible evidence of the delivery 
of the property by the husband with the intention of 
divesting himself of all dominion and control and of 
vesting title in the wife. The requirements neces- 
sary to a valid executed gift must be present. If the 
gift be in contemplation of death, of course another 
question would arise. 
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The following proposition has been announced by 
the courts and is believed by this office to be sound: 
To constitute a valid gift there must be an absolute 
transfer of the property from donor to the donee, 
taking effect inunediately, and fully executed by a 
delivery of the property by the donor, and the 
acceptance thereof by the donee. It is essential that 
the transaction should be fully executed by the 
delivery of the property to the donee, or to some 
person for him. In several States statutes have 
been enacted providing that no gift, except by deed 
or will, shall be valid unless actual possessesion 
shall come to and remain with the donee or his 
agent, and if the donor and donee reside together 
at the time of the gift, possession by the donee at 
their place of residence is not a sufficient possession 
within the meaning of the statute. 

The foregoing should be carefully considered 
when examining officers are investigating the com- 
pleteness and accuracy of estate-tax returns. 

Daniel C. Boper, 
Commissioner of Internal Revenue. 



(T. D. 2530) 
E8TATB Tax. 

Bonds of domestie eorporationfl owned by nonresident decedents, 
snch bonds being phjsieally situate outside of the United States, 
are not returnable as a portion of the gross estate of said decedent. 
19 
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Trbasuby Departbcent, 
Office of Commissioneb of Internal Revenue, 

Washington, D. C, October 4, 1917. 

To collectors of internal revenue and intemaUreve- 
nue agents: 

Section 202 of the revenue act of September 8, 
1916, in defining the gross estate, provides that stock 
in a domestic corporation owned and held by a non- 
resident decedent shall be deemed property within 
the United States. The holding of this office has 
been that bonds of a domestic corporation owned 
and held by a nonresident decedent were likewise 
deemed property within the United States and tax- 
able as a portion of the gross estate of the decedent. 

This question has had careful reconsideration, 
' and it is the opinion of this office that the language 
of the section of the act above referred to does not 
evidence the intention of Congress to impose a tax 
upon bonds of a domestic corporation owned and 
held by a nonresident decedent when such bonds 
are physically situate outside of the United States, 
Hawaii, or Alaska at the time of the death of the 
nonresident owner. 

It is clear, however, that Congress has the power 
and evidenced an intention in the act above referred 
to to impose a tax upon bonds, both foreign and 
domestic, owned by a nonresident decedent, which 
bonds are physically situate in the United States, 
Hawaii, or Alaska at the time of the owner *s death. 
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and such bonds must be returned as a portion of 
his gross estate. 

It is, of course, dear that bonds, both foreign 
and domestic, owned by a resident are taxable, re- 
gardless of where such bonds are situate at the time 
of the owner's death. 

Rulings of this office announced in regulations 
and Treasury decisions inconsistent with and con- 
trary to the above are hereby revoked. 

Daniel C. Bofbb, 
Commissioner of Internal Revenue. 



(T. D. 2531) 
Estate Tax. 

Interpretatioii of the provision of seetion 203 (a) (1) of the 
act of September 8, 1916, rdating to the deductibility of amounts 
expended for support of dependents. 

Treasuby Department, 
/Office of Commissioner of Internal Eevbnue, 
Washington, D. C, October 4, 1917. 
To collectors of internal revenue, revenue agents, 
and others concerned: 
The act of September 8, 1916, section 203 (a) (1), 
provides that there may be deducted from gross 
estate amounts which have been expended for ^^ sup- 
port during the settlement of the estate of those de- 
pendent upon the decedent.'' It is plain that 
Congress, in enacting this provision, intended that 
there should be allowed as a deduction from gross 
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estate only the amount actually expended by the 
estate for the support of actual dependents of the 
decedent. The regulation made in pursuance of this 
provision requires the existence of three things be- 
fore the amount claimed as a deduction under this 
item is allowable: (1) A bona fide disbursement by 
the executor, (2) for the support of those actually 
dependent upon the decedent, and (3) in an amount 
authorized by the local law for that specific purpose. 

First. In view of the language of the taxing act, 
there must be an actual expenditure of money — not 
a mere delivery to the dependent by the executor of 
household goods or other miscellaneous personalty 
of that character. It is obvious that the turning 
over of furniture and such personalty to the 
dependent does not contribute to that dependent's 
support unless the furniture is sold and the proceeds 
are so used. Therefore, provisions in the statutes 
of the various States to the effect that the widow 
is entitled to family pictures, wearing apparel, etc., 
and to certain household goods in lieu of an award, 
has reference to the widow's exemption and has no 
application in determining the deductibility of an 
amount paid for the support of dependents. 

Second. The persons for whose support the 
money is expended must be actually dependent upon 
the deceased, otherwise the amount (even though 
actually expended for the support of the widow or 
children) is not an allowable deduction. If the per- 
sons for whose support money is expended have 
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means ample for their support, obviously they are 
not dependents, and any amounts paid for their 
support are not deductible. If the alleged de- 
pendents are beneficiaries of the estate, it is clear 
from the wording of the act that the phrase ** sup- 
port during the settlement of the estate*' refers to 
the period elapsing between the date of decedent's 
death, at which time his contribution to the support 
of dependent ceases, and the date of the actual de- 
livery of devised property to the beneficiary by the 
personal representative of deceased. It follows as a 
natural consequence that when the dependent bene- 
ficiaries come into possession of property sufficient 
for their support and maintenance they cease to be 
dependents and money expended for their support 
after such date is not deductible. 

Third. In order to be deductible, the amount oc- 
ttuilly expended for the support of actual dependents 
must not exceed the amount which is allowed for 
the specific purpose by the laws of the State having 
jurisdiction over the administration of decedent's 
estate. The amount in all cases will not necessarily 
equal the amount allowed under the local law. It is 
not uncommon in the various States that a maxi- 
mum amount is specified in the statutes to be al- 
lowed dependents for their support. In certain 
States appraisers are appointed by the court to fix 
an award and judgment is rendered against the ex- 
ecutor for the amount arrived at by them. These 
amounts may exceed what is actually expended for 
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the support of dependents. In that case the excess 
over actual expenditures for support is not an al- 
lowable deduction in determining estate tax. 

The following query or its substance is often 
made to this office: **Will it not be allowable, in 
making reports of investigations of Form 706, where 
a deduction is claimed for ^support of decedent's de- 
pendents,' to merely establish the fact that ap- 
praiser's fixed award which was approved and 
judgment rendered therefor t" In view of the de- 
tailed interpretation of the provision in the act re- 
lating to deduction for support of dependents given 
above, this question is necessarily answered in the 
negative. 

Daniel C. Bopeb, 
Commissioner of Internal Revenue. 



(T. D. 2535) 
Estate Tax. 

Inereate in rates of tazation upon estates of decedents djmg 
on and after Oetober 4, 1917. This increase does not applj to 
estates of decedents dying while serving in the military or 
naral forces of the United States under certain conditions. 

Trbasuby Department, 
Office of Commissioner of Internal Revenue, 
Washington, D. C, October 9, 1917. 
To collectors of internal revenue and internal reve- 
nue agents: 
The revenue act of October 3, 1917, by amend- 
ment to the original act of September 8, 1916, as 
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amended by the act of March 3, 1917, increases the 
graduated rates of taxation upon the taxable estates 
of decedents dying after the passage thereof. In 
view of the fact that this is the second amendment 
providing increased rates over those contained in 
the original act, it is deemed advisable, in order to 
secure uniformity in results and avoid confusion, 
that the following tabulation be brought specially 
to the attention of those officers whose duties in- 
clude the computation of taxes upon the net estates 
of decedents. 

Rates of taxation upon net estates. 

Date of Death. 

Sept. 9, Mar. 3, On and 

1910, to 1917, to after 

Mar. 2, Oct. 3, Oct. 4, 

1917, in- 1917, in- 1917. 

elusive. elusive. 

Percent. Percent. Percent. 

Net estate not exceeding $60,000 1 1^ 2 

Net estate $60,000 to $160,000. ...... 2 3 4 

Net estate $160,000 to $260,000 3 ^Vz 6 

Net estate $260,000 to $460,000 4 6 8 

Net estate $460,000 to $1,000,000 6 TVz 10 

Net estate $1,000,000 to $2,000,000. . . 6 9 12 

Net estate $2,000,000 to $3,000,000... 7 10y2 14 

Net estate $3,000,000 to $4,000,000... 8 12 16 

Net estate $4,000,000 to $6,000,000... 9 13y2 18 

Net estate $6,000,000 to $8,000,000... 10 16 20 

Net estate $8,000,000 to $10,000,000.. 10 16 22 

Net estate ezceecUng $10,000,000 10 16 26 
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It will be noted that the rates provided in the 
original act are computed upon the net estate of 
every decedent dying on and after September 9, 

1916, to and including March 2, 1917 ; the rates pro- 
vided in the amendment of March 3, 1917, apply to 
the net estate of every decedent dying on and after 
March 3, 1917, to and including October 3, 1917; the 
rates provided in the amendment of October 3, 1917, 
apply to the net estate of every decedent dying on 
and after October 4, 1917. 

The amendment of October 3, 1917, exempts from 
the additional tax imposed by Title IX of this act 
the transfer of the net estate of any decedent dying 
while serving in the military or naval forces of the 
United States during the continuance of the war in 
which the United States is now engaged or if death 
results from injuries received or disease contracted 
in such service within one year after the termina- 
tion of such war. It will be noted, however, that 
this exemption does not affect the operation of the 
original act and the amendment thereto of March 3, 

1917, in its application to the net estates of the de- 
cedents above mentioned. Therefore the net estates 
of the military and naval decedents specified above 
are taxable at the rates imposed in the March 3, 
1917, act. 

Daniel C. Bopeb, 
Commissioner of Internal Revenue. 
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(T. D. 2570) 
DiaiBiOKB Undke Wib-Bi?enue Act. 

Synopns of dednons on qnestioiiB relating to the wmr-iefenne 
aet of October 3, 1017. 

Tbeasuby Department, 
Office of Commissioner of Internal Revenue, 
Washington, D. C, November 6, 1917. 
To collectors of internal revenue and others con- 
cerned: 
The following synopsis of decisions of the Com- 
missioner of Internal Revenue on questions relating 
to the war-revenue act of October 3, 1917, is pub^ 
lished for the information of revenue officers and 
others concerned. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 



Estate Tax. 

Discount allowed on original payment of tax not allowed on 
payment of additional assesmient 



(T. D. 2626) 
EsTATB Tax— Act op Sipteiibbb 8, 1016. 

Table to be naed in determining the value of one's life intereat 
in an eatate vested in another. 
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Treasury Department, 
Office of Commissioner of Internal Revenue, 
Washington, D. C, December 6, 1917. 
To collectors of interned revenue and others con- 
cerned: 
Title n of the act of September 8, 1916, imposes 
a tax upon the transfer of the net estates of de- 
cedents. In determining the present net worth of 
a vested estate of a decedent which is subject to the 
usufruct or life interest of another the value of the 
life interest is deductible. In arriving at the value 
of the life interest the following table should be 
used. 

Daniel C. Boper, 
Commissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 

(There follows a table for computing the value 
of a life interest. It is similar to table A (p. ), 
except that it does not contain column 4, for deter- 
mining the value of the reversion.) 



(T. D. 2637) 
EsTATi Tax. 

Condition under which time for filing estate-tax retamB may be 
extended bejond 90 dayi from the daj a year after the deatb of 
the deeedent 
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Trbasuby Dbpabtbcent, 

Office of Commissioner of Internal Revenue, 
Washington, D. C, January 24, 1918. 
To collectors of internal revenue: 

It has been found in numerous cases that, at the 
expiration of the 90-day extension granted by col- 
lectors for the filing of estate-tax return, the con- 
dition of the estate is such as to preclude the filing 
of final return upon which the exact tax due can be 
determined. Accordingly, Article XXIX of regula- 
tions 37 is amended to the following extent : 

Where the executor has requested and has been 
granted an extension of not to exceed 90 days for 
the filing of estate-tax return, and represents to the 
collector that complete return can not then be filed 
the collector upon investigation, and if he is satis- 
fied that the cause for further delay is unavoidable, 
may extend the time for filing until in his judgment 
the reasonable ground for delay has been removed. 
In every such case it should be pointed out to the ex- 
ecutor, that, regardless of the further extension, in- 
terest attaches from the close of the original 90-day 
extension upon all the unpaid tax. This interest is 
required to be computed from the day of the de- 
cedent's death and is at the rate of 6 per cent per 
annum. 

Collectors, should note that in every case of over- 
due estate tax, where the additional extension of 
time herein provided for has not been granted, the 
interest rate is 10 per cent instead of 6 per cent per 
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annnmy and such interest is also computed from the 
day of the decedent ^s death. 

Where either an original 90-day extension or the 
additional extension herein provided for is granted 
the collector should promptly report all facts to this 
office. Collectors must also promptly notify this 
office whenever in their judgment the unavoidable 
cause for delay in filing return in any case has been 
removed. 

Previous rulings inconsistent with the above are 
modified accordingly. 

Daniel C. Roper, 
Commissioner of Interned Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 2691) 
Estate Tax. 

Beturns on Fi^rm 706 for the estates of nonreddent deeedeata 
to be forwarded direct to the Commissioner of Internal BeronM 
for transmittal to the collector. 

Treasury Departbcent, 
Office of Commissioner of Internal Revenue, 

Washington, D. C. 
To collectors of internal revenue and others con- 
cerned: 
Hereafter returns on Form 706 for the estates 
of nonresident decedents shall be forwarded (in 
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duplicate) by the executor direct to the Com- 
missioner of Internal Revenue, Treasury Depart- 
ment, Washington, D. C, who will, after reviewing 
the returns, transmit them to the proper collector. 
The date on which the return is received by the 
Commissioner of Internal Eevenue will be consid- 
ered the date of original filing with the collector 
for the purpose of determining whether the return 
is filed within the period prescribed by law. 

Daniel C. Bopbb, 
Commissioner of Internal Revenue. 

Approved April 8, 1918 : 
L. S. BowB, 

Acting Secretary of the Treasury. 



(T. D. 2705) 
Estate Tax. 

Uiiited States bonds bearing interest at a higher rate than 4 
per cent to be accepted at par and accrued interest in payment of 
estate tax. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C. 
To internal-revenue officers and others concerned: 
Section 6 of the act of April 4, 1918 (Public No. 
120, 65th Cong.), provided in part: 

Sec. 14. That any bonds of the United States bear- 
ing interest at a higher rate than four per centum 
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(whether issued under section one of this act, or 
upon conversion of bonds issued under this act or 
under said act approved April twenty-fourth, nine- 
teen hundred and seventeen), which have been 
owned by any person continuously for at least six 
months prior to the date of his death, and which 
ux)on such date constitute part of his estate, shall, 
under rules and regulations prescribed by the Sec- 
retary of the Treasury, be receivable by the United 
States at par and accrued interest in payment of 
any estate or inheritance taxes imposed by the 
United States, under or by virtue of any present or 
future law upon such estate or the inheritance 
thereof. 

Bonds of the United States falling within the 
classification specified will be accepted in payment 
of estate tax at par and accrued interest. Bonds 
so receivable must (1) bear a higher rate of interest 
than 4 per cent per annum, and (2) have been owned 
by the decedent continuously for at least six months 
prior to the date of his death, and ux)on such date 
constitute a part of the estate of the decedent. The 
reckoning of the required period of ownership may 
begin on the date when the decedent acquired bonds 
bearing interest at a higher rate than 4 per cent, by 
purchase, by conversion of other bonds, or other- 
wise. 

The entire estate tax may be paid in bonds, or 
the tax may be paid partially in bonds and partially 
by cash or check. Collectors may not, however, ac- 
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cept bonds the par value and accrued interest on 
which aggregates a greater amount than the tax. 

Daniel C. Boper, 
Commissioner of Internal Revenue. 
Approved April 23, 1918: 
L. S. RowE, 

Acting Secretary of the Treasury. 



(T. D. 2708) 
Estate Tax. 

Efltatee of nonresidents — Payment of tax and transfer of se- 
cniities. 

Tbbasury Depabtment, 
Office of Commissioner of Internal Revenue, 

Washington, D. C. 

To collectors of internal revenue and others con- 
cerned: 

T. D. 2490 prescribes a method to be followed by 
transfer agents who have orders for the transfer 
of stock standing in the name of a nonresident de- 
cedent. The following alternative procedure is 
established for observance by transfer agents who 
prefer this method to that prescribed in T. D. 2490: 

A supply of Form 706 will be furnished by the 
commissioner or any collector of internal revenue 
to any transfer agent. The transfer agent will for- 
ward forms to its foreign offices or to its represen- 
tatives in foreign countries, with instructions that 
whenever an order is received for the transfer of 
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securities belonging to a nonresident decedent the 
foreign executor, administrator, or beneficiary of 
the estate will be required to execute a complete re- 
turn on Form 706 of all property belonging to the 
decedent situated in the United States, including 
shares of stock in a domestic corporation. This re- 
turn, in triplicate, will be subscribed and sworn to 
before a notary public or a similar officer qualified 
to administer oaths. If the notary public or other 
officer is known to the transfer agent and his signa- 
ture is guaranteed by the transfer agent, the au- 
thority of the notary public or other official need not 
be attested by a certificate of a United States con- 
sul. In addition to the return, the foreign repre- 
sentative of the transfer agent will obtain from the 
personal representative of the estate a copy of the 
inventory required to be filed by the probate law of 
the country in which the decedent was domiciled at 
the time of death, which copy shall be certified to 
by the proper foreign judicial officer under the same 
conditions provided for the certification of the re- 
turn. The return and inventory will be forwarded 
to the United States with the order for transfer of 
the shares of stock. 

Upon receipt of the return and inventory by the 
transfer agent the items on the return will be care- 
fully checked against the inventory. The transfer 
agent will retain the inventory and send the return, 
in triplicate, to the Conunissioner of Internal Reve- 
nue at Washington, with a certificate to the effect 
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that all property disclosed by the inventory to be 
situated in the United States has been included in 
the return on Form 706. The inventory will be 
furnished for inspection by the Commissioner of 
Internal Revenue in any case where the commis- 
sioner so desires. 

After a review of the return and verification of 
the amount of tax due, two copies of the return will 
be forwarded to the collector to whom the tax must 
be paid, who will make assessment, and upon pay- 
ment of the tax issue the usual receipts in tripli- 
cate and, in addition, will certify on one copy of the 
return furnished him that the amount of tax shown 
by the return to be due has been paid. This certi- 
fied and receipted copy of the return will be for- 
warded, with the usual receipts for payment, to the 
transfer agent, to be used as evidence that the se- 
curities listed on the return have been reported to 
the United States Government, and that the Federal 
estate tax has been paid with respect to all property 
disclosed on Form 706. 

Notice on Form 704 and Form 714 must be filed 
with the collector as heretofore. 

Daniel C. Boper, 
Commissioner of Internal Revenue. 

Approved April 25, 1918: 
L. S. BowE, 

Acting Secretary of the Treasury. 

20 
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(T. D. 2735) 
Estate Tax. 

Beal estate located outside of the United States belonging to a 
deeedent resident within the United States should not be included 
in the gross estate of such decedent for estate-tax purposes. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C. 

To collectors of internal revenue and others con- 
cerned: 
The following ruling is based ujion an opinion of 
the Attorney General, dated May 14, 1918: 

The value of real estate, belonging to a decedent 
resident within the United States at the time of his 
death, located outside of the United States, mean- 
ing thereby the States, Territories of Alaska and 
Hawaii, and the District of Columbia, should not be 
included in determining the value of the gross estate 
of such decedent for the purposes of the tax im- 
posed by Title II of the revenue act of September 
8, 1916. 

Daniel C. Eoper, 
Commissioner of Internal Revenue. 
Approved June 17, 1918: 
L. S. EowE, 

Acting Secretary of the Treasury. 
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(T. D. 2756) 
Estate Tax. 

(1) ConditioiiB under which 5 per cent discount may be allowM 
for adTanoe payment of estate tax; (2) conditions under which a 
tentative return may be filed; (3) granting of extension in which 
to file final return. 

Trbasuby Depabtment, 
Office of Commissioneb of Internal Revenue. 

Washington, D. C. 

To collectors of internal revenue and others con- 
cerned: 

Five Per Cent Discount. 

Section 204 of the estate-tax law (act of Sept. 8, 
1916) provides that estate tax shall be due one 
year after decedent's death, and if the tax is paid 
before it is due a discount at the rate of 5 per cent 
per annum, calculated from the time payment is 
made to the date when the tax is due, shall be de- 
ducted. Discount is not allowable unless the total 
tax be determined and advance payment made in 
full. 

It is not contemplated by the act that immediately 
after a decedent's death, or at any time before the 
expiration of the year, the executor may make par- 
tial payment on account of the tax and receive 
credit for the discount because of advance payment. 
If advance payment is to be made before the due 
date of the tax, the estate must be in a position to 
file a final return on Form 706 showing the value of 
all assets as of the date of decedent's death and the 
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allowable deductions to which the estate is entitled 
under section 203 of the act, the value of the net 
estate, and the determined tax because of the trans- 
fer of the net estate. 

FifuU return must be filed wherever advance pay- 
ment is desired and the amount paid should be en- 
tered ux)on the collector's assessment list for the 
month in which paid as advance collection. 

Tentative Return. 

Section 207 of the estate-tax act provides that if 
for any reason the amount of the tax can not be de- 
termined the payment of a sum of money sufficient 
in the opinion of the collector to discharge the tax 
shall be deemed payment in full of the tax, etc. 
This provision clearly relates to the time when the 
tax is due. The collector is not required to exercise 
his discretion as to what amount will satisfy the tax 
until the due date thereof. It is obvious that no dis- 
count is allowable upon such payment, as neces- 
sarily the payment can not be made before the ex- 
piration of a year following decedent's death. 

The following regulations govern the above pay- 
ments : 

If at the end of the year following decedent's 
death the executor represents and the collector is 
satisfied that the amount of tax upon the estate can 
not be determined, a return may be filed by the ex- 
ecutor setting forth the then known assets of the 
estate and the actual value thereof as of date of de- 
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cedent's death, the determined and allowable deduc- 
tions to which the estate is entitled, the value of the 
net estate thus disclosed, and the tax due thereon. 
This return will be designated ** tentative.'' The 
tax shown to be due upon the tentative return should 
be paid and entered upon the collector's assess- 
ment list for the month in which paid. 

As further provided in section 207 of the act, if 
the amount of tax as finally determined is less than 
the amount paid upon the basis of the tentative re- 
turn the commissioner will, upon filing claim on 
Form 46, make refund of the excess payment. If 
the amount of tax as finally determined exceeds the 
amount so paid the commissioner will notify the ex- 
ecutor of such excess. From the time of such noti- 
fication to the time of final payment of such excess 
part of the tax interest will be added thereto at the 
rate of 10 i)er cent i)er annum. 

Extension for Filing Final Return. 
At the time the * tentative" return is filed an ex- 
tension not to exceed 90 days may be granted by 
the collector in which to file a final return. If at 
the expiration of the extension granted the execu- 
tor represents that he is still unable to determine 
the tax and file final return, a detailed statement as 
to the reasons preventing the determination of the 
tax should be transmitted to the bureau for con- 
sideration as to whether an additional extension 
should be granted. 
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In every case where a tentative return is filed it 
should be plainly so designated^ and a duplicate 
thereof transmitted to the bureau with a statement 
by the collector as to the period of extension 
granted. 

All regulations and Treasury decisions incon- 
sistent with the ruling contained herein are hereby 
modified. 

Daniel C. Bofeb, 
Commissioner of Internal Revenue. 
Approved September 5, 1918: 
L. S. EowE, 

Acting Secretary of the Treasury. 



(T. D. 2770) 
Estate Tax. 

The time of notification to an executor of the amount of '^ ex- 
cess" estate tax due is the date on which notice thereof is received 
b7 the executor. 

Treasury Department, 
Office of Commissioner of Internal Revenue. 

Washington, D. C. 
To collectors of internal revenue and others con- 
cerned: 
Section 207 of the estate-tax law, Title 11, of the 
act of September 8, 1916, provides in part as fol- 
lows: 

That the executor shall pay the tax to the col- 
lector or deputy collector. If for any reason the 
amount of the tax can not be determined, the pay- 
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ment of a sum of money snflBcient, in the opinion of 
the collector, to discharge the tax shall be deemed 
payment in full of the tax, except as in this section 
otherwise provided. If the amount so paid exceeds 
the amount of the tax as finally determined, the 
Commissioner of Internal Revenue shall refund 
such excess to the executor. If the amount of the 
tax as finally determined exceeds the amount so 
paid the commissioner shall notify the executor of 
the amount of such excess. From the time of such 
notification to the time of the final payment of such 
excess part of the tax, interest shall be added thereto 
at the rate of 10 per centum per annum, and the 
amount of such excess shall be a lien upon the en- 
tire gross estate, except such part thereof as may 
have been sold to a bona fide purchaser for a fair 
consideration in money or money's worth. 

The question has arisen under this section as to 
what is the **time of such notification '' from which 
interest is to be computed. The **time of such no- 
tification '* is the date on which notice of the amount 
of such *' excess part of the tax'* is received by the 
executor, whether such notice is given by mail or 
otherwise. 

All regulations and rulings inconsistent herewith 
are modified accordingly. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
Approved November 6, 1918: 
L. S. RowE, 

Acting Secretary of the Treasury. 
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(T. D. 2771) 
EtTAR Tax. 

ConditioiiB under which taxes on real and personal property and 
on income are dednetible in computing the net estate of a decedent 
for purposes of taxation under Title II of the act of September 
8, 1910. 

Tbeasurt Department, 
Office of Commissioner of Internal Revenue. 

Washington, D. C. 
To collectors of internal revenue, internal-revenue 
agents, and others concerned: 
The estate-tax law (act of Sept. 8, 1916, sec. 203 
[a] 1) permits the deduction of ^^administration 
expenses,'' *^ claims against the estate,'' and 
"charges against the estate," in determining the 
value of the net estate. Where the State statute 
makes the tax a lien against property it is deduct- 
ible as a "charge against the estate," where it ^s a 
personal obligation of the taxpayer it is deductible 
as a "claim against the estate." Taxes are never 
deductible as "administration expenses." 

In certain jurisdictions taxes upon both real and 
personal property are assessed prior to the expira- 
tion of the period for which the tax is laid ; payment 
is not required until a date subsequent to the assess- 
ment; and the tax liability is created as of a date 
prior to the performance by the tax officers of all of 
their duties, such as determining the exact amount to 
be assessed to the taxpayer, and giving him notice of 
the tax. The rule for determining deductibility, in 
these and other cases, is as follows : If the tax lia- 
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bility is created as of a date in the lifetime of the 
decedent^ the whole tax is deductible, although the 
entire period for which the tax is laid has not 
elapsed, its exact amount is not then ascertainable, 
and payment is not required until a later date. On 
the other hand, if the tax liability is created as of 
a date subsequent to the decedent's death, no part 
of it is deductible, although part of the period for 
which the tax is laid elapsed in the decedent's life- 
time. 

The foregoing rules also apply to taxes on in- 
come, whether imposed by State statute or act of 
Congress. Where the statute creates either a lien 
or personal obligation, as of a date in the decedent's 
lifetime, the tax is deductible. Where the lien or 
obligation is created as of a date subsequent to the 
decedent's death, the tax is not deductible. 

The income and excess profits taxes imposed by 
the acts of September 8, 1916, and October 3, 1917, 
constitute personal obligations of the taxpayer, and 
are deductible in accordance with these rules. All 
unpaid taxes for years prior to that in which the de- 
cedent died are deductible. For the year in which 
the decedent died, the tax upon income up to the 
date of death is deductible. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
Approved November 8, 1918: 
L. S. RowB, 

Acting Secretary of the Treasury. 
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(T. D. 2772) 
E0TATI Tax. 

Becoritiee sueh as shares of stoek in domestic corporations which 
are property within the United States within the meaning of sec- 
tion 202, Title 11, of the act of September 8, 1916, belonging to a 
nonresident decedent and deposited with the British Treasury, for 
which certificates of deposit were issaed, are subject to estate tax 
on the death of sach nonresident decedent if the certificates have 
not prerionsly been transferred. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C. 
To collectors of internal revenue., intemaUrevenue 
agents, and others concerned: 
Estate tax is imposed by Title 11 of the act of 
September 8, 1916, upon all property of a nonresi- 
dent decedent situated in the United States. (See 
sees. 201, 202, 203, 205.) Section 202 provides that 
**for the purposes of this title, stock in a domestic 
corporation owned and held by a nonresident de- 
cedent shall be deemed property within the United 
States. '* The question has been considered whether, 
if such stock in a domestic corporation op other se- 
curity, which if owned by a nonresident decedent 
would be property within the United States, is de- 
posited with the British Treasury and a certificate 
of deposit is issued therefor, such stock or other 
proi)erty is upon the death of the certificate holder 
a part of his gross estate and subject to estate tax. 

The holder of the certificate of deposit is the bene- 
ficial owner of the stock or other property for 
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which such certificate is issued. The relation of the 
British Government to a certificate holder is sub- 
stantially, if not technically, that of a trustee to a 
beneficiary. Upon the death of the beneficiary of a 
trust a transfer subject to estate tax takes place 
with reference to property within the United States 
held upon trust for such beneficiary. This is true 
even though the equitable title to such stock passes 
without the recording of the transfer upon the books 
of the corporation. For the purpose of the estate 
tax, no distinction is to be taken between the rights 
of a deceased certificate holder and the rights of a 
deceased beneficiary of a trust of which an indi- 
vidual or corporation is trustee. 

It is held, therefore, that securities such as shares 
of stock in domestic corporations which are prop- 
erty within the United States within the meaning 
of Title n of the act of September 8, 1916, deposited 
by an individual not resident within the United 
States with the British Treasury, and for which cer- 
tificates of deposit were issued, are at the death of 
such nonresident, if such certificates have not been 
transferred, a part of his gross estate and subject 
to estate tax. 

Daniel C. Bofeb^ 
Commissioner of Internal Revenue. 

Approved November 8, 1918: 
L. S. RowE, 

Acting Secretary of the Treasury. 
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(T. D. 2802) 

ESTATB Tax. 

Beeeipt of Liberty bonds for estate or inheritance taxes. 

Treasury Department^ 
Office of Combossioner of Internal Revenue, 

Washington, D. C. 

The appended department Circular No. 132, is- 
sued under date of January 30, 1919, with reference 
to the receipt of Liberty bonds in payment of estate 
or inheritance taxes, is published for the informa- 
tion of internal-revenue officers and others con- 
cerned. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 

Approved March 12, 1919: 
Carter Glass, 

Secretary of the Treasury. 

(1) The following regulations are prescribed 
pursuant to section 14 of the second Liberty bond 
act, approved September 24, 1917, as amended by 
third Liberty bond act, approved April 4, 1918, 
which section, as so amended, reads as follows : 

Sec. 14. That any bonds of the United States 
bearing interest at a higher rate than four i)er 
centum per annum (whether issued under section 
one of this Act or upon conversion of bonds issued 
under this Act or under said Act approved April 
twenty-fourth, nineteen hundred and seventeen). 
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which have been owned by any person continuously 
for at least six months prior to the date of his deaths 
and which upon such date constitute part of his 
estate, shall under rules and regulations prescribed 
by the Secretary of the Treasury, be receivable by 
the United States at par and accrued interest in pay- 
ment of any estate or inheritance taxes imposed by 
the United States, under or by virtue of any pres- 
ent or future law upon such estate or the inheri- 
tance thereof. 

(2) The bonds described in said section at present 
issued and outstanding are : 

(a) First Liberty loan converted 4^4 per cent 
bonds of 193247, dated May 9, 1918. 

(6) First Liberty loan second converted 4% per 
cent bonds of 1932-47, dated October 24, 1918. (These 
bonds are, of course, not yet receivable in payment 
of taxes.) 

(c) Second Liberty loan converted 414 per cent 
bonds of 1927-42, dated May 9, 1918. 

{d) Third Liberty loan 414 per cent bonds of 
1928, dated May 9, 1918. 

(e) Fourth Liberty loan 414 per cent bonds of 
1933-38, dated October 24, 1918. (These bonds are, 
of course, not yet receivable in payment of taxes.) 

(3) Bonds of the issues above described are re- 
ceivable for such taxes only in case such bonds have 
been owned by the decedent continuously for at 
least six months prior to the date of his death and 
upon such date constitute part of his estate. The 



■Digitized by 



Google 



314 FEDERAL ESTATE TAX. 

T. D. 2802. 

reckoning of the required period of ownership will 
begin on the date when the decedent acquired such 
bonds by original subscription, by purchase, by con- 
version of bonds of other issues, or otherwise. In 
the case of acquisition of bonds by conversion of 
bonds of other issues previously owned, the date 
of presentation for conversion to the Treasury De- 
partment or a Federal reserve bank will be deemed 
the date of acquisition. Exchange of coupon for 
registered bonds, or registered for coupon bonds, or 
of bonds of one denomination for bonds of other 
denominations of the same issue, within six months 
prior to the date of death of the decedent, will not 
prevent the receipt of such bonds for estate or in- 
heritance taxes, provided that no change of owner- 
ship takes place. 

(4) Bonds tendered for payment of taxes pursu- 
ant to this regulation must be accompanied by an 
affidavit of one or more of the legal representatives 
of the estate on Form 760 hereto attached, and the 
collector is authorized to require such further evi- 
dence as may be necessary to enable him to deter- 
mine that the bond or bonds are properly receivable 
in payment of estate or inheritance taxes pursuant 
to law and these regulations. 

(5) On receipt of such bonds, and on making 
such determination, and provided that the bonds 
tendered conform to the other provisions of these 
regulations, the collector shall stamp or plainly 
write upon the face of each bond, the following: 
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(Date) This bond has this day been 

received in payment of estate (or inheritance) 

taxes on the estate of (Name of decedent) 

under authority of law, and the same will not be 
redeemed by the United States except for credit of 

the undersigned Collector of Internal 

Revenue for the District of 

and shall duly sign the same. Coupons, if any, 
attached to each bond, shall be stamped or marked 
*^paid'' on the face of each coupon in letters of suflB- 
cient size to be plainly legible. 

(6) The entire tax may be paid in bonds, or the 
tax may be paid partly in bonds, and partly by any 
other form of payment permitted by law or regula- 
tions duly in force. Collectors may not, however, 
receive bonds, the par value and accrued interest of 
which, computed in accordance with these regula- 
tions, aggregate a greater amount than the tax in 
payment of which the bonds are tendered. 

COUPON BONDS. 

(7) Coupon bonds received for such taxes must 
be delivered to the collector with all unmatured 
coupons attached and with all matured coupons de- 
tached. Detached matured coupons will not be re- 
ceivable in payment of estate or inheritance taxes. 
The portion of the face amount of the current 
coupon which represents accrued interest to date of 
receipt for taxes will be determined in the manner 
prescribed by the interest table (6) hereto attached, 
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and such accrued interest will be receivable for 
estate or inheritance taxes. 

(8) Coujwn bonds, after being received, and 
reception noted on the bonds, as above required, 
will be dei>osited by the collector in the Federal 
reserve bank of the district in which his office is 
located as a deposit of the par value with accrued 
interest, determined as above required. Such bonds 
must be transmitted by registered mail but will not 
be insured. The collector will transmit with the 
bonds an accurate schedule on Form 761 hereto 
attached, showing the serial number and denomina- 
tion of each bond transmitted, the issue, the date of 
issue, the face value and date of receipt for taxes, 
the amount of accrued interest and the amount for 
which credited against estate or inheritance taxes. 
Such schedule shall be made in quadruplicate, the 
original to accompany the bonds deposited with the 
Federal reserve bank, the duplicate to be trans- 
mitted to such Federal reserve bank under separate 
cover, the triplicate to be transmitted to the Secre- 
tary of the Treasury, Division of Loans and Cur- 
rency, Washington, and the remaining copy to be 
retained by the collector. 

(9) A Federal reserve bank on receipt and ex- 
amination of such bonds will charge the Treasurer's 
account with par and accrued interest to date of 
receipt for taxes as reported by the collector, give 
credit to the collector for like amount, and will issue 
a certificate of deposit in triplicate on National 
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Bank Form 15, and transmit the original to the 
Secretary of the Treasury through the Treasurer 
of the United States with its transcript, and the 
duplicate and triplicate to the collector, who will 
forward the duplicate to the Conunissioner of In- 
ternal Revenue. Such Federal reserve bank will 
then physically cancel the bonds and coupons 
attached, and transmit the same to the Treasurer 
of the United States with the original or duplicate 
of the collector's schedule (Form 761), to which 
shall be added the Federal reserve bank's certificate 
as shown thereon. 

BEGISTERED BONDS. 

(10) Registered bonds are also receivable for 
estate or inheritance taxes in accordance with these 
regulations. In addition to requiring the affidavit 
(Form 760) the collector shall determine that the 
registered owner whose name is inscribed on the 
bond is identical with the decedent whose estate is 
liable to estate (or inheritance) taxes and that the 
bond is presented from the custody or control of the 
legal representative or representatives of such 
estate. Such bond shall be assigned to **the Secre- 
tary of the Treasury for redemption in payment of 
estate (or inheritance) taxes" by the authorized 
representative or representatives of the deceased 
registered owner. Such representative or repre- 
sentatives must furnish to the collector a certificate 
under the seal of the court in which the estate is 

21 
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being administered or a duly authenticated copy of 
the letters testamentary or of administration, show- 
ing the appointment of such representative or rep- 
resentatives, and the date thereof. Such certificate 
must be dated within 30 days prior to its presenta- 
tion to the collector. K the representative be 
appointed to execute a will, a certified copy of the 
will must be furnished to the collector. All such 
documents of authority will be attached to the bond 
and forwarded therewith by the collector as herein- 
after provided. Where there are two or more legal 
representatives, all must unite in an assignment, 
unless by decree of court or testamentary provision 
some one or more of them is or are designated or 
empowered to dispose of the bonds. The form 
printed on the back of the bond must be used for 
assignment, and the assignment must be dated and 
properly acknowledged, as prescribed in the note 
printed on the back of the bond. Officers authorized 
to take acknowledgments of assignments of regis- 
tered bonds in addition to those mentioned on the 
back of the bond are designated in the regulations 
of the Treasury Department in relation to United 
States bonds. The collector will satisfy himself 
that the above-mentioned documents of authority 
and the requisite signatures and acknowledgments 
are in hand before noting on the bond its reception 
for taxes, as provided in paragraph 5 hereof, but 
the final determination of the correctness or validity 
of the assignment will be made by the Secretary of 



Digitized by 



Google 



TREASURY DECISIONS. 319 

T. D. 2802, 

the Treasury, Division of Loans and Currency, at 
Washington, on receipt of all such bonds and docu- 
ments, when transmitted as hereinafter provided. 

(11) By reason of the periodical closing of the 
transfer books of the Treasury Department for the 
payment of interest on registered bonds, and the 
impossibility of stopping payment of interest to 
the registered holder during the period of such 
closing, registered bonds will not be receivable in 
payment of estate or inheritance taxes during the 
period of closing of the books of the issue in ques- 
tion. The books are closed with respect to each 
issue for one month prior to each interest date. The 
closed periods with respect to each bond may there- 
fore be determined by inspection of the bond itself, 
being one month prior to each interest payment date 
named thereon, and until the day following such 
interest payment date. The closed periods for each 
issue of bonds receivable for estate or inheritance 
taxes are also stated in table (d) hereto attached. 

(12) Collectors will examine each registered bond 
tendered for estate or inheritance taxes to deter- 
mine whether the transfer books of the issue in 
question are then opened or closed. If the books 
are then open but are due to close on a date too 
early to permit the bond to be transmitted to the 
Secretary of the Treasury, Division of Loans and 
Currency, and to be received by such division prior 
to the closing date, the collector will advise the 
Secretary of the Treasury, Division of Loans and 
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Carrency, by telegraph at the time of receipt of the 
bondy using Form (e) hereto attached, and will im- 
mediately confirm the same by mail. The Division 
of Loans and Currency will thereupon stop interest 
payment on such bond. The Secretary reserves the 
right (a) to refuse to receive in payment of estate 
or inheritance taxes any registered bond tendered 
to the collector during an open period but received 
at the Division of Loans and Currency during a 
closed period of the transfer books of the issue in 
question, unless the current payment of interest on 
such bond has been stopped, (&) to adjust the value 
at which such bond will be received in payment of 
estate or inheritance taxes at the equivalent of par 
and accrued interest on the date on which such bond 
was properly tendered to the collector. 

(13) Registered bonds receivable in accordance 
with these regulations will be received at par and 
accrued interest, computed from the last preceding 
interest date as shown thereon, to the date of re- 
ceipt, in accordance with Table (&) hereto attached. 

(14) Registered bonds when so received, and 
bearing the stamp or writing required by para- 
graph 5 hereof, will be transmitted with all accom- 
panying documents of authority to the Secretary of 
the Treasury, Division of Loans and Currency, 
Washington, by registered mail, but not insured. 
The collector will make an accurate schedule on 
Form 762 hereto attached in triplicate showing the 
date of death of the decedent, the serial number 



Digitized, by 



Google 



TREASURY DECISIONS. 321 

T. D. 2802. 

and denomination of each bond, the issue, the date 
of issue, the face value, the date of receipt for taxes, 
and the amount for which credited against estate 
or inheritance taxes. The original of this schedule 
must accompany the bonds sent to the Secretary of 
the Treasury, Division of Loans and Currency; the 
duplicate shall be transmitted to the Secretary of 
the Treasury, Division of Loans and Currency, 
under separate cover; and the triplicate shall be 
retained by the collector. 

(15) On receipt of such bonds, the Division of 
Loans and Currency will determine whether the 
assignment has been properly executed, whether 
the bonds are of an issue receivable for estate or 
inheritance taxes hereunder, whether the depart- 
ment's record of registration is consistent with the 
affidavit of ownership (Form 760), and the amount 
at which such bonds are receivable for estate or 
inheritance taxes, and will, if it find the bonds in 
order, transmit them with its advice on Form L. 
and C. 122 to the Treasurer of the United States for 
redemption. The Treasurer will thereupon cancel 
the bonds and issue a certificate of deposit in the 
name of the collector, in triplicate, and will forward 
the original to the office of the Secretary of the 
Treasury, Division of Public Moneys, and transmit 
the duplicate and triplicate of such certificate to the 
Commissioner of Internal Revenue, Accounts Divi- 
sion, who wiU forward the triplicate to the collector. 
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GBNEBAL. 

(16) Until certificates of deposit are received by 
the collector, the amounts of bonds deposited must 
be carried as **Ca8h on hand,'* and not credited as 
** Collections,** as the dates of the certificates of 
deposit determine the dates of collections. 

(17) The right is reserved to amend or withdraw 
the foregoing regulations in whole or in part at any 
time. 

Carter Glass, Secretary of the Treasury. 



Treasury Departmbkt, 

internal revenue. 

Form 760. 

AFFroAvrr of Ownership of Bonds. 

State of , County of , ss.: 

We (I), the undersigned execut , 

administrat . . . , beneficiar. . ., legal representative 

of the estate of , deceased, who died on 

, 19 , do severally swear that the 

bond. . described below bearing interest at a higher 
rate than 4 per centum per annum was (or were) 
each owned by the decedent continuously for at 
least six months prior to the date of his (or her) 
death and upon such date constituted part of his 
(or her) estate, and that the following statements 
with respect to each such bond are true to the 
knowledge of deponent, to wit : 
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Serial 
No. 


Desoriptioii 
iamie. 


Date 

of 
issue. 


Date 

of 

maturity. 


Date of 
acquisition 

decedent. 


Face 
▼alue. 


Coupon 
orr^ns- 























































































(Each bond must be entered separately.) 



(Address for mail.) 

Subscribed and sworn to before me at 

this day of ,19 



Notary Public, Deputy Collector. 
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Table (6). 

Treasury Department, 

division of loans and currency, 

Form L. & C. 90. 

(Ed. 50,000— Sept. 16, 1918.) 

Liberty Loan 
Interest Table for 4^4 Per Cent Bonds. 
Interest on $100 at 4^4 per cent per annum, payable 
semiannually (2y^ per cent per half year). 
[Tables prepared by Government actuary.] 
Note. — Interest on United States bonds is com- 
puted on actual days basis within the interest 
period. For any given interest computation the 
appropriate column to be used may be determined 
from the following: 



NUMBER OF DAYS IN EACH HALF YEAR. 



Half year ending 
Regular years — Days 
March, May, July, 

August 181 

April, June 182 

October, December 183 
January, Febru- 
ary, September, 
November 184 



the 15th day of — 
Leap years — Days 

March, May, July, 

August 182 

April, June, Octo- 
ber, December . 183 
January, Febru- 
ary, September, 
November 184 
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Days. 


Half year of 
181 days. 


Half year of 
182 days. 


Half year of 
183 days. 


Half year of 
184 days. 


1 


10.01774033 
.02348066 
.03522099 
.04696133 
.05870166 

.07044199 
.08218232 
.09392265 
.10566298 
.11740331 

.12914365 
.14088398 
.15262431 
.16436464 
.17610497 

.18784530 
.19958564 
.21132597 
.22306630 
.23480663 

.24654696 
.25828729 
.27002762 
.28176796 
.29350829 

.30524862 
.31698895 
.32872928 
.34046961 
.35220994 

.36395028 
.37569061 
.38743094 
.39917127 
.41091160 


10.01167582 
.02335165 
.03502747 
.04670330 
.05837912 

.07005495 
.08173077 
.09340659 
.10508242 
.11675824 

.12843407 
.14010989 
.15178571 
.16346154 
.17513736 

18681319 
.19848901 
.21016484 
.22184066 
.23351648 

.24519231 
.25686813 
.26854396 
.28021978 
.29189560 

.30357143 
.31524725 
.32692308 
.33859890 
.35027473 

.36195055 
.37362637 
.38530220 
.39697802 
.40865385 


10.01161202 
.02322404 
.03483607 
.04644809 
.05806011 

.06967213 
.08128415 
.09289617 
.10450820 
.11612022 

.12773224 
.13934426 
.15095628 
.16256831 
.17418033 

.18579235 
.19740437 
.20901639 
.22062842 
.23224044 

.24385246 
.25546448 
.26707650 
.27868852 
.29030055 

.30191257 
.31352459 
.32513661 
.33674863 
.34836066 

.35997268 
.37158470 
.38319672 
.39480874 
.40642077 


10.01154891 


2 


.02309783 


3 


.03464674 


4 


.04619565 


5 


.05774457 


6 


.06929348 


7 


.08084239 


8 


.09239130 


9 


.10394022 


10 


.11548913 


11 


.12703804 


12 


.13858696 


13 


.15013587 


14 


.16168478 


15 


.17823370 


16 


.18478261 


17 


.19633152 


18 


.20788043 


19 


.21942935 


20 


.23097826 


21 


.24252717 


22 


.25407609 


23 


.26562500 


24 


.27717391 


25 


.28872283 


26 


.30027174 


27 


.31182065 


28 


.32336957 


29 


.33491848 


30 


.34646739 


31 


.35801630 


32 


.36956522 


33 


.38111413 


34 


.39266304 


35 


.40421196 
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Days. 


Half year of 
181 days. 


Half year of 
182 days. 


Half year of 
183 days. 


Half year <rf 
184 days. 


36 


$.42265193 
.43439227 
.44613260 
.45787293 
.46961326 

.48135359 
.49309392 
.50483425 
.51657459 
.52831492 

.54005525 
.55179558 
.56353591 
.57527624 
.58701657 

.59875691 
.61049724 
.62223757 
.63397790 
.64571823 

.65745856 
.66919889 
.68093923 
.69267956 
.70441989 

.71616022 
.72790055 
.73964088 
.75138122 
.76312155 

.77486188 
.78660221 
.79834254 
.81008287 
.82182320 


$.42032967 
.43200549 
.44368132 
.45535714 
.46703297 

.47870879 
.49038462 
.50206044 
.51373626 
.52541209 

.53708791 
.54876374 
.56043956 
.57211538 
.58379121 

.59546703 
.60714286 
.61881868 
.63049451 
.64217033 

.65384615 
.66552198 
.67719780 
.68887363 
.70054945 

.71222527 
.72390110 
.73557692 
.74725275 
.75892857 

.77060440 
.78228022 
.79395604 
.80563187 
.81730769 


$.41803279 
.42964481 
.44125683 
.45286885 
.46448087 

.47609290 
.48770492 
.49931694 
.51092896 
.52254098 

.53415301 
.54576503 
.55737705 
.56898907 
.58060109 

.59221311 
.60382514 
.61543716 
.62704918 
.63866120 

.65027322 
.66188525 
.67349727 
.68510929 
.69672131 

.70833333 
.71994536 
.73155738 
.74316940 
.75478142 

.76639344 
.77800546 
.78961749 
.80122951 
.81284153 


$.41576067 


37 


.42730978 


88 


.43885870 


39 


.45040761 


40 


.46195652 


41 


.47350543 


42 


.48505435 


43 


.49660326 


44 


.50815217 


45 


.51970109 


46 


.53125000 


47 


.54279891 


48 


.55434783 


49 


.56589674 


50 


.57744565 


61 


.58899457 


52 


.60054348 


53 


.61209239 


54 


.62364130 


56 


.63519022 


56 


.64673913 


57 


.65828804 


58 


.66983696 


59 


.68138587 


60 


.69293478 


61 


.70448370 


62 


.71603261 


63 


.72758152 


64 


.73913043 


65 


.75067935 


66 


.76222826 


67 


.77377717 


68 


78532609 


69 


.79687500 


70 


.80842391 
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Days. 


Hftlf year of 
181 days. 


Half year of 
182 days. 


Half 3^ear of 
183 days. 


Half year of 

184 days. 


71 


$.83356354 
.84530387 
.85704420 
.86878453 
.88052486 

.89226519 
.90400552 
.91574586 
.92748619 
.93922652 

.95096685 
.96270718 
.97444751 
.98618785 
.99792818 

1.00966851 
1.02140884 
1.03314917 
1.04488950 
1.05662983 

1.06837017 
1.08011050 
1.091850S3 
1.10359116 
1.11533149 

1.12707182 
1.13881215 
1.15055249 
1.16229282 
1.17403315 

1.18577348 
1.19751381 
1.20925414 
1.22099447 
1.23273481 


$.82898352 
.84065934 
.85233517 
.86401099 
.87568681 

.88736264 
.89903846 
.91071429 
.92239011 

.94574176 
.95741758 
.96909341 
.98076923 
.99244506 

1.00412088 
1.01579670 
1.02747253 
1.03914835 
1.05082418 

1.06250000 
1.07417582 
1.08585165 
1.09752747 
1.10920330 

1.12087912 
1.13255495 
1.14423077 
1.15590659 
1.16758242 

1.17925824 
1.19093407 
1.20260989 
1.21428571 
1.22596154 


$.82445355 
.83606557 
.84767760 
.85928962 
.87090164 

.88251366 
.89412568 
.90573771 
.91734973 
.92896175 

.94057377 
.95218579 
.96379781 
.97540984 
.98702186 

.99863388 
1.01024590 
1.02185792 
1.03346995 
1.04508197 

1.05669399 
1.06830601 
1.07991803 
1.09153005 
1.10314208 

1.11475410 
1.12636612 
1.13797814 
1.14959016 
1.16120219 

1.17281421 
1.18442623 
1.19603825 
1.20765027 
1.21926230 


$.81997283 


72 


.83152174 


73 


.84307065 


74 


.85461956 


75 


.86616848 


76 


.87771739 


77 


.88926630 


78 


.90081522 


79 


.91236413 


80 


.92391304 


81 


.93546196 


82 


.94701087 


83 


.95855978 


84 


.97010870 


85 


.98165761 


86 


.99320652 


87 


1.00475543 


88 


1.01630435 


89 


1.02785326 


90 


1.03940217 


91 


1.05095109 


92 


1.06250000 


93 


1.07404891 


94 


1.06559783 


95 


1.09714674 


96 


1.10869565 


97 


1.12024456 


98 


1.13179348 


99 


1.14334239 


100 


1.15489130 


101 


1.16644022 


102 


1.17798913 


103 


1.18953804 


104 


1.20108696 


106 


1.21263587 
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Days. 


Half year of 
181 days. 


Half year of 
182 days. 


Half year of 
183 days. 


Half year of 
184 days. 


106 


$1.24447514 
1.25621547 
1.26795580 
1.27969613 
1.29143646 

1.30317679 
1.31491713 
1.82665746 
1.33839779 
1.35013812 

1.36187845 
1.87361878 
1.38535911 
1.39709945 
1.40883978 

1.42058011 
1.43232044 
1.44406077 
1.45580110 
1.46754144 

1.47928177 
1.49102210 
1.50276243 
1.51450276 
1.52624309 

1.53798342 
1.54972376 
1.56146409 
1.57320442 
1.58494475 

1.59668508 
1.60842541 
1.62016574 
1.63190608 
1.64364641 


$1.23768736 
1.24931319 
1.26098901 
1.27266484 
1.28434066 

1.29601648 
1.30769231 
1.31936813 
1.33104396 
1.34271978 

1.35439560 
1.36607143 
1.37774725 
1.38942308 
1.40109890 

1,41277473 

1.42445055 

1.4361267 

1.44780220 

1.45947802 

1.47115385 
1.48282967 
1.49450550 
1.50618132 
1.51785714 

1.52953297 
1.54120879 
1.55288462 
1.56456044 
1.57623626 

1.58791209 
1.59958791 
1.61126374 
1.62293956 
1.63461539 


$1.23087432 
1.24248634 
1.25409836 
1.26571038 
1.27732240 

1.28893443 
1.30054645 
1.31215847 
1.32377049 
1.33538251 

1.34699454 
1.35860656 
1.37021858 
1.38183060 
1.39344262 

1.40505465 
1.41666667 
1.42827869 
1.43989071 
1.45150273 

1.46311475 
1.47472678 
1.48633880 
1.49796082 
1.50956284 

1.52117486 
1.53278689 
1.54439891 
1.65601093 
1.56762295 

1.57923497 
1.59084699 
1.60245902 
1.61407104 
1.62568306 


$1.22418478 


107 


1.23573370 


108 


1.24728261 


109 


1.25883152 


110 


1.27038043 


Ill 


1.28192935 


112 


1.29347826 


113 


1.30502717 


114 


1.31657609 


115 


1.32812500 


116 


1.33967391 


117 


1.35122283 


118 


1.36277174 


119 


1.37432065 


120 


1.38586956 


121 


1.39741848 


122 


1.40896739 


123 


1.42051630 


124 


1.43206522 


125 


1.44361413 


126 


1.45516304 


127 


1.46671196 


128 


1.47826087 


129 


1.48980978 


130 


1.50135870 


131 


1.51290761 


132 


1.52445652 


133 


1.53600543 


184 


1.54755435 


135 


1.55910326 


136 


1.57065217 


137 


1.58220109 


138 


1.69375000 


139 


1.60529891 


140 


1.61684783 
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Days. 



Half year of 
181 days. 



Half year of 
182 days. 



Half year of 
183 days. 



Half year of 
184 days. 



141 
142 
143 
144 
145 

146. 
147 
148. 
149 
150. 

151. 
152. 
153 
154 
155 

156. 
157. 
158. 
150. 
160. 

161 
162. 
163 
164. 
165. 

166 
167. 
168 
169 
170. 

171 
172. 
173. 
174. 
175. 



$1. 65538674 
1.66712707 
1.67886740 
1.69060773 
1.70234807 

1.71408840 
1.72582873 
1.73756906 
1.74930939 
1.76104972 

1.77279005 
1.78453039 
1.79627072 
1.80801105 
1.81975138 

1.83149171 
1.84323204 
1.85497238 
1.86671271 
1.87845304 

1.89019337 
1.90193370 
1.91367403 
1.92541436 
1.93716470 

1.94889503 
1.96063536 
1.97237569 
1.98411602 
1.99585635 

2.00759668 
2.01933702 
2.03107735 
2.04281768 
2.05455801 



n. 64629121 
1.65796703 
1.66964286 
1.68131868 
1.69299451 

1.70467033 
1.71634615 
1.72802198 
1.73969780 
1.75137363 

1.76304945 
1.77472528 
1.78640110 
1.79807692 
1.80975275 

1.82142857 
1.83310440 
1.84478022 
1.85645604 
1.86813187 

1.87980769 
1.89148352 
1.90315934 
1.91483517 
1.92651099 

1.93818681 
1.94986264 
1.96153846 
1.97321429 
1.98489011 

1.99656593 
2.00824176 
2.01991758 
2.03159341 
2.04326923 



$1. 63729508 
1.64890710 
1.66051913 
1.67213115 
1.68374317 

1.69535519 
1.70696721 
1.71857924 
1.73019126 
1.74180328 

1.75341530 
1.76502732 
1.77663934 
1.78826137 
1.79986339 

1.81147541 
1.82308743 
1.83469945 
1.84631148 
1.85792350 

1.86953552 
1.88114754 
1.89275956 
1.90437159 
1.91598361 

1.92759563 
1.93920765 
1.95081967 
1.96243169 
1.97404372 

1.98565574 
1.99726776 
2.00887978 
2.02049180 
2.03210383 



$1. 62839674 
1.63994565 
1.65149456 
1.66304348 
1.67459239 

1.68614130 
1.69769022 
1.70923913 
1.72078804 
1.73233696 

1.74388587 
1.75643478 
1.76698370 
1.77863261 
1.79008152 

1.80163043 
1.81317936 
1.82472826 
1.83627717 
1.84782609 

1.86937500 
1.87092391 
1.88247283 
1.89402174 
1.90557065 

1.91711956 
1.92866848 
1.94021739 
1.95176630 
1.96331522 

1.97486413 
1.98641304 
1.99796196 
2.00951087 
2.02106978 
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Days. 



Half year of 
181 days. 



Half year of 
182 days. 



Half year of 
183 days. 



Half year of 
184 days. 



176. 
177. 
178. 
179. 
180. 

181. 
182. 
183. 

184. 



$2.06629834 
2.07803867 
2.08977901 
2.10151934 
2.11325967 

2.12500000 



$2.05494506 
2.06662088 
2.07829670 
2.08997253 
2.10164835 

2.11332418 
2.12500000 



$2.04371585 
2.05532787 
2.06693989 
2.07855191 
2.09016393 

2.10177596 
2.11338798 
2.12500000 



$2.03260870 
2.04415761 
2.05570652 
2.06725543 
2.07880435 

2.09035326 
2.10190217 
2.11345109 
2.12500000 



EXAMPLE. 

$10,000 third Liberty loan 4^4 per cent bond of 
1928, tendered in payment of estate taxes, January 
5, 1919. 

Interest payment dates on third Liberty loan 
bonds are shown on the face thereof to be March 15 
and September 15 in each year. 

Current half year interest period therefore ends 
March 15, 1919. 

The year 1919 being a ** regular '^ (not a 
**leap'0 year, find ** March'' in the list at head of 
table under ** Regular years.'' This list shows that 
the half year ending March 15, in a regular year, 
has 181 days. 

Compute number of days since the beginning of 
such half year that have expired to date of tender 
of bond, thus: 
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1918 Days 

September 15 to September 30 15 

October 31 

November 30 

December 31 

1919 

January 5 

Total 112 

Enter table headed ''Half year of 181 days" 
(second colmmi) and seek in that colmnn the 
amount of interest on $100 for 112 days. This will 
be found opposite the figure ''112" (days) in first 
column, and proves to be $1.31491713. 

$100 is 1/100 of $10,000 (found by division), and 
the amount of interest accrued on a $10,000 bond 
is therefore 100 times the amount shown on the 
table, or $131.491713. 

The figures more than two places to the right of 
the decimal point are fractions of a cent (in this 
example, 1713). Fractions more than one-half a 
cent will be taken as one cent and added to the total ; 
when less than one-half a cent they will be disre- 
garded. In this case .1713 of a cent is less than one- 
half a cent; consequently, the fraction will be dis- 
regarded, making the final figure of accrued interest 
sought $131.49. The bond is worth for estate taxes 
$10,131.49. 

When more than one bond is tendered in payment 
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of estate taxes, each bond will be computed separ- 
ately, by the use of its proper table, and the result 
stated with the full resulting number of decimal 
places. These sums will then be added together, and 
the adjustment of fractions of a cent applied to the 
total, thus: Supposing, instead of one bond of the 
par value of $10,000, three such bonds were ten- 
dered, the result would be — 

First bond $131.491713 

Second bond 131.491713 

Third bond 131.491713 

Total $394.475139 

In this case the fraction of a cent (0.5139) is 
greater than one-half a cent; consequently, the 
accrued interest is $394.48, and the bonds are worth 
for estate taxes $30,394.48. 



Treasury Department, 
internal revenue. 
Form 761. 

SCHEDULE OF COUPON BONDS RECEIVED BY COLLECTOR IN 

PAYMENT OF ESTATE OR INHERITANCE TAXES 

AND TRANSMITTED TO FEDERAL RESERVE 

BANK. 

,19.... 

Schedule of United States coupon bonds 

Ldberty Loan , per cent, dated 
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, 19. . ., due 19. . . , received by 

collector of internal revenue of the district 

of , in payment of estate (or inheritance) 

taxes and transmitted on the above date to the 

Federal Reserve Bank of 

(Signed) , 

Collector. 

(Use separate schedule for each issue of bonds. 
Enter each bond of such issue separately.) 



Serial No. of 
bond. 


Face 
value. 


Accrued 
interest. 


Total 

(amount 

for which 

accepted 

for taxes). 


Date ac- 
cepted by 
collector. 








































































Total. . . . 





















Fbderal Reserve Bank of. 



.,19. 



I hereby certify that I have examined and for- 
warded to the Treasurer of the United States the 



22 
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above-described bonds, which were received from 

the collector named, amomiting to $ , prin- 

ciiml, and $ , accrued interest, which amounts 

have been charged and credited in the Treasurer's 
general account this day pursuant to the regula- 
tions of the Treasury Department. 



Cashier. 



Table {d). 

PERIODS DUBING WHICH TRANSFBB BOOELS ABB CLOSED 

FOR THE VARIOUS ISSUES OF UBEBTY BONDS 

BECEIVABLE FOB ESTATE OB INHEBTT- 

ANCE TAXES. 



Title of bonds. 



CSosed periods. 



^om 
close of 
businesB. 



To open- 
ing of 



First liberty loan c(mverted 4}i per cent bonds of 
1932-47 

First liberty loan sectmd converted Hi per cent 
bonds of 1932-47 

Second liberty loan converted 4^ per cent bonds 
of 1927-42 

Tliiid liberty loan 4K per cent bonds of 1928 

Fourth liberty loan 4}i per cent bonds of 1933-38. . 



May 15 

Nov. 16 

Apr. 15 
lOct 15 
Teb. 15 
[Aug. 15 
[Mar. 15 
[Sept. 15 



June 16 
Deo. 16 

May 16 

Not. 16 
Mar. 16 
Sept 16 
Apr. 16 
Oct. 16 
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Note. — ^If the closing date falls on a Sunday or 
legal holiday, the transfer books will close on the 
preceding day; if the opening date falls on a Sunday 
or legal holiday, the books will open on the follow- 
ing day. 

FoBM (e). 

....(Date)...., 19... 
Secretary of the Treasury, 

Division of Loans and Currency, 
Washington, D. C: 

Stop interest on registered bopds inscribed 

(Name of registered owner) , aggregate face 

value (Total par value of bonds) 

first 

second 

third 

fourth 

dollars Liberty loan (if converted or 

second converted, so state) per cent, dated 

, 191. . ., due 19. . ., this day received for 

estate (or inheritance) taxes. 



Collector. 

(Bonds of only one owner and of one isstie in one 
advice.) 

[Sample of above telegram.] 
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Chicago, May 14, 1919. 
Sbcrbtabt of the Tbeasubt, 

Division of Loans and Currency, 
Washington, D. C: 
Stop interest on registered bonds inscribed John 
Doe aggregate face value four thousand four hun- 
dred fifty dollars first Liberty loan second converted 
four and one quarter per cent dated October twenty- 
four nineteen eighteen due nineteen thirty-two 
forty-seven this day received for estate taxes. 

Richard Rob, Collector. 



Tbeasubt Depabtmekt, 

nTTERNAL RBVEKUE, 

Form 762. 

SCHEDULE OF REGISTERED BONDS RECEIVED BT COLLECTOR 
m PAYMENT OF ESTATE TAXES AND TRANSMITTED TO 
THE SECRETARY OF THE TREASURY, DIVISION OF LOANS 
AND CURRENCY. 

,19... 

Schedule of United States registered bonds 

Liberty loan , i)er 

cent, dated , 19. . ., due 19. . ., received 

by , collector of internal revenue of the 

district of , in payment of 

estate (or inheritance) taxes and transmitted on the 
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above date to the Secretary of the Treasury, Divi- 
sion of Loans and Currency. 

(Signed) 

Collector. 
(Use separate schedule for each issue of bonds. 
Enter each bond of such issue separately.) 



Serial 
No. 


Name 

of 

registered 

owner. 


Date of 

death of 

registered 

owner. 


Face 
▼alue. 


Accrued 
inteiest. 


Total 

(amount 

for which 

accepted 

for taxes). 


Date ac- 
cepted by 
collector. 




















































































































' 


























Total. 
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Treasury Departmekt, 

loans and currency^ 

Form L. & C. 122. 

Treasury Departheht, 
Office of the Secretary, 
DivisioK OF Loans and Cxtrrency, 

Washington, , 19. . 

The Treasurer of the United States. 
Sm: Ton are advised that the attached bond. ., 

registered in the name of , received 

by the collector of internal revenue, 

district of , in payment of estate or in- 
heritance taxes on the estate of said registered 
owner, have been examined and fomid to be duly 
assigned to the Secretary of the Treasury for re- 
demption in payment of estate (or inheritance) 
taxes, and to be receivable in payment of such taxes 
at the values shown in the following table: 



Serial 
No. 


Description of 
issue. 


Face 
▼alue. 


Accrued 
interest. 


Total 
value for 
payment 

c^tax. 
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(Bonds of only one owner on each form. Elach 
bond must be entered separately.) 

Total $ 

BespectfuUy, 

Chief Division of Loans 
and Currency. 



(T. D. 2878.) 

jBeeeipt of labertj bonds for estate or inheritaiice taxes. 

Trbasuby Department, 
Office of Commissioner of Internal REVBNtJB, 

Washington, D. C. 
To collectors of internal revenue and others con- 
cerned: 
Referring to T. D. 2705, dated April 23, 1918, de- 
partment circular No. 132, dated January 30, 1919, 
and T. D. 2802, dated March 12, 1919, as to the 
receipt of Liberty bonds for estate or inheritance 
taxes, the date of original subscription or the date 
of the bonds, whichever date shall be later in time, 
shall be deemed the date of acquisition in cases 
where the bonds are acquired by original subscrip- 
tion, provided that payment in full on the sub- 
scription be completed and the bonds delivered 
thereon. 

Daniel C. Boper, 
Commissioner of Internal Revenue. 
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Approved July 2, 1919: 
L. S. BowE^ 

Acting Secretary of the Treasury. 



(T. D. 2898.) 

Beeeipt of Liberty bonds for estate or inheritance taxes. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C. 
To collectors of internal revenue and others con- 
cerned: 
Referring to T. D. 2705, dated AprU 23, 1918, 
department circular No. 132, dated January 30, 
1919, and T. D. 2802, dated March 12, 1919, as to 
the receipt of Liberty bonds for estate or inherit- 
ance taxes, in the case of the acquisition of bonds 
by conversion of 4 per cent bonds of the first Liberty 
loan converted or of the second Liberty loan pre- 
viously owned; pursuant to the extension of the 
conversion privilege made by Treasury Department 
circular No. 137, dated March 7, 1919, as supple- 
mented June 10, 1919, the date from which the 
bonds issued upon such conversion bear interest at 
the rate of 4^4 per cent per annum, and not the date 
of presentation of the 4 per cent bonds for con- 
version, will be deemed the date of acquisition for 
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the purpose of reckoning the required period of 
ownership. 

Daniel C. Bofer^ 
Commissioner of Internal Revenue. 

Approved July 24, 1919: 
Carter Glass: 

Secretary of the Treasury. 



(T. D. 2904) 

Receipt of 4% per cent Victory notes for estate or inheritance 
taxes. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C. 
To collectors of internal revenue and others con- 
cerned: 
Referring to Treasury Department circular No. 
151, dated June 24, 1919, as to the receipt of 4% 
per cent Victory notes for estate or inheritance 
taxes, the date of original subscription, or the date 
of the notes, whichever date shall be later in time, 
shall be deemed the date of acquisition in cases 
where the notes are acquired by original subscrip- 
tion, provided that payment in full on the sub- 
scription be completed and the notes delivered 
thereon. 

Daniel C. Roper, 
Commissioner of Internal Revenue. 
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Approved July 31, 1919: 
Cabteb Glass: 

Secretary of the Treasury. 



(T. D. 2905.) 
Estate tax. 

Receipt of 4% per cent Victory notes for estate or inheritaooe 
taxes. 

Treasury Department, 
Office of Commissioner of Internal Revbnub, 

Washington, D. C. 
To collectors of internal revenue and others con- 
cerned: 
The appended department circular No. 151, 
issued under date of June 24, 1919, with reference 
to the receipt of 4% per cent Victory notes in pay- 
ment of estate or inheritance taxes, and supple- 
menting department circular No. 132, dated January 
30, 1919 (T. D. 2802), as to receipt of Liberty bonds 
for estate or inheritance taxes, is published for the 
information of internal-revenue officers and others 
concerned. This decision is supplementary to 
article 91 of regulsttions No. 37, revised, 1919. 

Daniel C. Boper, 
Commissioner of Internal Revenue. 

Approved July 31, 1919: 
Carter Glass, 

Secretary of the Treasury. 
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BECEIPT OF 4% PEB CENT VICTORY NOTES FOB ESTATE OB 
INHEBITAKGE TAXES. 

(1) Any of the Victory Liberty loan 4% per cent 
convertible gold notes of 1922-23, hereinafter called 
4% per cent Victory notes, which have been owned 
by any person continuously for at least six months 
prior to the date of his death, and which upon such 
date constitute part of his estate, shall be receivable 
by the United States at par and accrued interest in 
payment of any estate or inheritance taxes imposed 
by the United States, under or by virtue of any 
present or future law, upon such estate or the in- 
heritance thereof, in accordance with the rules and 
regulations prescribed by the Secretary of the 
Treasury herein and in Treasury Department cir- 
cular No. 132, dated January 30, 1919, the provisions 
of which circular are hereby extended, subject to 
the provisions hereof, to such 4% per cent Victory 
notes. (The 4% per cent Victory notes are, of 
course, not yet receivable in payment of such taxes. 
The 3% per cent Victory notes are not, under exist- 
ing law, receivable in payment of such taxes.) 

(2) The word '*bond'' or ''bonds,'' where it 
appears in said circular, shall be deemed, subject to 
the provisions hereof, to include 4% per cent Victory 
notes; provided, however, that the accrued interest 
to the date of receipt for taxes will be determined in 
the case of both cupon and registered 4% per cent 
Victory notes in the manner prescribed by the in- 
terest table hereto attached (Form L. & C. 226) and 
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not in the manner prescribed by the interest table 
(6) attached to said circular. Internal-revenue 
Forms 760, 761, and 762, Form L. & C. 122, and tele- 
graph Form (e) attached to said circular shall be 
used in connection with 4% per cent Victory notes, 
the word notes being substituted for the word bonds 
wherever it appears. 

(3) The transfer books for registered 4% per 
cent Victory notes wiU be closed from the close of 
business May 15 to the opening of business June 16, 
and from the close of business November 15 to the 
opening of business December 16, in each of the 
years 1920, 1921, 1922, and from the close of busi- 
ness on April 20, 1923. The registered notes have 
coupons attached thereto for interest payable 
December 15, 1919, and the transfer books wiU there- 
fore not be closed during the year 1919. The 
coupons maturing December 15, 1919, must be 
attached to registered notes received in payment of 
taxes before December 15, 1919. 

(4) The Secretary of the Treasury may amend or 
withdraw the foregoing rules and regulations in 
whole or in part at any time. 

Carter Glass, 
Secretary of the Treasury. 
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Treasury Department, 

division of loans and currency, 

Form L. & C. 226. 

Victory Liberty Loan. 
Interest table for 4% per cent Victory notes received 
for estate or inheritance taxes. 
[Prepared by Government actuary.] 
Note. — Interest on Victory notes is computed on 
actual day's basis within the interest period. For 
any given interest computation, the appropriate 
column to be used may be determined from the fol- 
lowing: 

number of days in each half year. 

. Half year ending the 15th day of — 
Regular years — Days Leap years — Days 

June 182 June 183 

December. 183 December. 183 
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Intorett on $100 at 4% 






per eent per ammm, 












(2% per eent per half 






year). 




Number 




Number 


of days 


Half year Half year 
of 182 of 183 
days. days. 


of days 



1 #0.0130495 $0.0129781 

2 0260989 .0259563 

3 0391484 .0389344 

4 0521978 .0519126 

5 0652473 .0648907 

6 0782967 .0778689 

7 0913462 .0908470 

8 1043956 .1038251 

9 1174451 .1168033 

10 1304945 .1297814 

11 1435440 .1427596 

12 1565934 .1557377 

13 1696429 .1687158 

14 1826923 .1816940 

15 1957418 .1946721 

16 .2087912 .2076503 

17 J221S407 .2206284 

18 .2348901 .2336066 

19 .2479396 .2465847 

20 iI609890 .2595628 

21 .2740385 .2725416 

22 2870879 .2855191 

23 3001374 .2984973 

24 3131868 .3114754 

25 3262363 .3244536 

26 3392857 .3374317 

27 3523352 .3504098 

28 .3653846 .3633880 

29 3784341 .3763661 

30 3914835 .3893443 



Interest on $100 at 4% 
per cent per annnm^ 
payable semiannaally 
(2% per eent per half 
year). 

Half year Half year 
of 182 of 183 
days. days. 



31 $0.4045330 $0.4023224 

32 4175824 .4153005 

33 4306319 .4282787 

34 4436813 .4412568 

35 4567308 .4542350 

36 4597802 .4672131. 

37 4828297 .4801913 

38 4058791 .4931694 

39 .5089286 .5061475 

40 JS219780 JS191257 

41 5350275 JS321038 

42 .5480769 .5450820 

43 JS611264 iS580601 

44 JS741758 JS710382 

45 .5872253 i»840164 

46 6002747 ^969945 

47 6133242 .6099727 

48 6263736 .6229508 

49 6494231 .6359290 

50 6524725 .64890n 

51 6655220 .6618862 

52 6785714 .6748634 

53 6916209 .6878415 

54 7046703 .7008197 

55 7177198 .n37978 

56 7307692 .7267760 

57 7438187 .7397541 

58 7568681 .7527322 

59 7699176 .765710* 

60 7829670 .7786885 
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Interest on $100 at 4% 
per cent per annum, 





payable semiannually 
(2% per cent per half 




year). 




Womber 






of days 


Half year 


Half year 




of 182 


of 183 




days. 


days. 


«1 


#0.7960165 


#0.7916667 


«2 


.8090659 


.8046448 


«3 


.8221154 


4.8176230 


64 


.8351548 


.8306011 


65 


.8482143 


.8435792 


66 


.8612637 


.8565574 


67 


.8743132 


.8695355 


68..:... 


.8873626 


.8825137 


69 


.9004121 


.8954918 


70 


.9134615 


.9084699 


71 


.9265110 


.9214481 


72 


.9395604 


.9344262 


73 


.9526099 


.9474044 


74 


.9656593 


.9603825 


76 


.9787088 


.9733607 


76 


.9917582 


.9863388 


77 


1.0048077 


.9993169 


78 


1.0178571 


1.0122951 


79 


1.0309066 


1.0252732 


80 


1.0439560 


1.0382514 


81 


1.0570055 


1.0512295 


82 


1.0700549 


1.0642077 


83 


1.0831044 


1.0771858 


84 


1.0961538 


1.0901639 


85...... 


1.1092033 


1.1031421 


86 


1.1222527 


1.1161202 


87 


1.1353022 


1.1290984 


88 


JJ483516 


1.1420765 


89 


1.1614011 


1.1550546 


90 


1.1744505 


1.1680328 



Number 
of da3rs 



Interest on #100 at 4% 
per eent per annum, 
payable semiannually 
'(2% per eent per half 
year). 

Half year Half year 
of 182 of 183 
days. days. 



91 #1.1875000 #1.1810109 

92 1.2005495 1.1939891 

93 1.2135989 1.2069672 

94 1.2266484 1.2199454 

95 1.2396978 1.2329235 

96 1.2527473 1.2459016 

97 1.2657967 1.2588798 

98 1.2788462 1.2718579 

99 1.2918956 1.2848361 

100 1.3049451 1.2978142 

101 1.3179945 1.3107923 

102 1.3310440 1.3237705 

103 1.3440934 1.3367486 

104 1.3571429 1.3497268 

105 1.3701923 1.3627049 

106 1.3832418 1.3756831 

107 1.3962912 1.3886612 

108 1.4093407 1.4016393 

109 1.4223901 1.4146175 

110 1.4354396 1.4275956 

111 1.4484890 1.4405738 

112 1.4615385 1.4535519 

113 1.4745879 1.4665301 

114 1.4876374 1.4795082 

115 liS006868 1.4924863 

116 '^ . 1.5137363 1.5054645 

117 1.5267857 1.5184426 

118 1.5398352 1.5314208 

119 1.5528846 1.5443989 

120 1.5659341 1.5573770 



Digitized by 



Google 



irmO 



FEDERAL ESTATE TAX. 



T. D. 2906. 



Number 
of dajB 



Interest on $100 at 4% 
per cent per annum, 
payable semiannually 
(2% per cent per half 
year). 

Half year Half year 
of 182 of 183 
days. days. 



121 $1JS789835 $1.5703552 

122 1JS920330 1.5833333 

123 1.6050824 1.5963115 

124 1.6181319 1.6092896 

125 1.6311813 1.6222678 

126 1.6442308 1.6352459 

127 1.6572802 1.6482240 

128 1.6703297 1.6612022 

129 1.6833791 1.6741803 

130 1.6964286 1.6871585 

131 1.7094780 1.7001366 

132 1.7225275 1.7131147 

133 1.7355769 1.7260929 

134 1.7486264 1.7390710 

135 1.7616758 1.7520492 

136 1.7747253 1.7650273 

137 1.7877747 1.7780055 

138 1.8008242 1.7909836 

139 1.8138736 1.8039617 

140 1.8269231 1.8169399 

141 1.8399725 1.8299180 

142 1.8530220 1.8428962 

143 1.8660714 1.8558743 

144 1.8791209 1.8688525 

145 1.8921703 1.8818306 

146 1.9052198 1.8948087 

147 1.9182692 1.9077869 

148 1.9313187 1.9207650 

149 1.9443681 1.9337432 

150 1.9574176 1.9467213 

151 1.9704670 1.9596995 

152 1.9835165 1.9726776 



Number 
of days 



Interest on $160 at 4% 
per oent per annum, 
payable semiannually 
(2% per oent per half 
year). 

Half year Half year 
of 182 of 183 
days. days. 



153 $1.9965659 $1.9856557 

154 2.0096154 1.9986339 

155 2.0226648 2.0116120 

156 2.0357143 2.0245902 

157 2.0487637 2.0375683 

158 2.0618132 2.0505464 

159 2.0748626 2.0635246 

160 2.0879121 2.0765027 

161 2.1009615 2.0894809 

162 2.1140110 2.1024590 

163 2.1270604 2.1154372 

164 2.1401099 2.1284153 

165 2.1531593 2.1413934 

166 2.1662088 2.1543716 

167 2.1792582 2.1673497 

168 2.1923077 2.1803279 

169 2.2053571 2.1933060 

170 2.2184066 2.2062842 

171 2.2314560 2.2192623 

172 2.2445055 2.2322404 

173 2.2575549 2.2452186 

174 2.2706044 2.2581967 

175 2.2836538 2.2711749 

176 2.2967033 2.2841530 

177 2.3097527 2.2971311 

178 2.3228022 2.3101093 

179 2.3358516 2.3230874 

180 2.3489011 2.3360656 

181 2.3619505 2.3490437 

182 2.3750000 2.3620219 

183 2.375000 
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EXAMPLE. 

$10,000 4% per cent Victory note tendered in pay- 
ment of estate taxes, January 5, 1920. 

Interest payment dates on Victory notes are 
shown on the face thereof to be June 15 and Decem- 
ber 15 in each year, and at maturity. 

Current half-year interest period therefore ends 
June 15, 1920. 

The year 1920 being a leap year, find ** June'' in 
the list of table under **Leap year.'' This list 
shows that the half year ending June 15, in a leap 
year, has 183 days. 

Compute number of days since the beginning of 
such half year that have expired to date of tender 
of note, thus : 

1919 Days 
December 15 to December 31 16 

1920 
January 5 

Total 21 

Enter table headed **Half year of 183 days" 
(second column) and seek in that column the amount 
of interest on $100 for 21 days. This will be found 
opposite the figure **21" (days) in second colunm, 
and proves to be $0.2725410. 

$100 is lAOO of $10,000 (found by division), and 
the amount of interest accrued on a $10,000 note is 

23 
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therefore 100 times the amount shown on the table, 
or $27.25410. 

The figures more than two places to the right of 
the decimal point are fractions of a cent (in this 
example, 410). Fractions more than one-half a cent 
will be taken as 1 cent and added to the total; when 
less than one-half a cent they will be disregarded. 
In this case 0.410 of a cent is less than one-half a 
cent, consequently the fraction will be disregarded, 
making the final figure of accrued interest sought 
$27.25. The note is worth for estate taxes $10,027.25. 

When more than one note is tendered in jmyment 
of estate taxes each note will be computed sejmr- 
ately, by the use of its proper table, and the result 
stated with the full resulting number of decimal 
places. These sums will then be added together, 
and the adjustment of fractions of a cent applied to 
the total, Urns: Supposing, instead of one note of 
the par value of $10,000, three such notes were 
tendered, the result would be — 

First note $27.25410 

Second note 27.25410 

Third note 27.25410 

Total $81.76230 

In this case the fraction of a cent (0.230) is less 
than one-half a cent, consequently the accrued in- 
terest is $81.76, and the notes are worth for estate 
taxes $30,081.76. 
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T. D. 2910, 2976, 3027, 3088. 

(T. D. 2910) 
This Treasury Decision promulgates the present 
Estate Tax Regulations. 



(T. D. 2976) 
This Treasury Decision, promulgated February 
11, 1920, contains the decision of the United States 
District Court for the Southern District of New 
York (Mack, C. J.) in New York Trust Company v. 
Eisner (see 263 Fed. Rep. 620). 



(T. D. 3027) 
This Treasury Decision, promulgated June 2, 
1920, contains the opinion of the Circuit Court of 
Appeals for the Third Circuit in Lederer v. North- 
em Trust Company (see 262 Fed. Bep. 52). 



(T. D. 3088) 

ESTATK Tax— Decision of Court— Gboss Estatb— Peopebtt Pass- 
iNO UNDER General Power op Afponttment. 

Property passmg under general power of appointment^ where 
the construction and effect of the power and the rights of the 
parties thereunder are gOTOmed by the laws of Pennsylvania, 
should not be included in the gross estate of the decedent exer- 
cising the power in a case arising under Title n of the revenue 
act of 1916. 
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Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C. 

To collectors of internal revenue and others con- 
cerned: 
The appended decision of the United States Cir- 
cuit Court of Appeals for the Third Circuit in the 
case of Lederer, collector v. Pearce, executor, is 
published for the information of internal-revenue 
officers and others concerned. This decision is 
accepted by the Treasury Department as to all cases 
arising under Title II of the revenue act of 1916 in 
which the construction and effect of the power of 
appointment and the rights of the parties there- 
under are governed by the laws of Pennsylvania. 
In such cases the appointed property will not be in- 
cluded in the gross estate of the decedent exercising 
the power. It has no application to cases arising 
under Title IV of the revenue act of 1918. T. D. 
2477 of April 7, 1917, is modified accordingly. 

Wm, M. Williams, 
Commissioner of Internal Revenue. 

Approved October 30, 1920: 
D. F. Houston, 

Secretary of the Treasury. 
(There follows the opinion of the Circuit Court 
of Appeals for the Third Circuit in Lederer v. 
Pearce [see 266 Fed. Rep. 497].) 
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8IXT7-DAT HOnCB— XSTATS OF SESIDIHX,^ 

To be filed in dupHeate hj exeeotor or person in poseenion of property. 
(Obeerre initmetions on roTerse side.) 

Distriet 

Dfttefiled 

Kmme of deeedent 

Bate of death 

Plaee of death 

Beeidenoe 

,!• 

GOLLIOTOK OF IHTIRNAL BEVKNUBy 



1. I, y porenant to the requirements of 

aeetion 404 of the Bevenoe Aet of 1918, approved February 24, 1919, herel^^ 
give notice that: 

(Fin in (a) or (b) as faets warrant) 

(a) I qualified as exeent administrat of the estate of the 

aboTO-named decedent in the Ooort 

at on the daj of , 19. . . . 

(b) I had actual or constmctiTe possession of property or an interest in 
property which constituted a part of the gross estate of the aboYe-named 
decedent on date of death, or I came into possession of such property on 

the daj of , 19. . . ., which has not passed into the charge 

of an executor or administrator. The description and approximate Talue of 
such property at the time of death were as foUows: 

Description. Vafaie 



(Attach schedule if more space is required.) 

2. To the best of mj knowledge the Talue of the gross estate of the decedent 
exceeds $50,000, and the approximate values of the Tarious classes of property 
comprising the gross estate at date were as follows: 

Beal estate $ 

Stocks and bonds 

Miscellaneous personalty 

Property transferred (see Instructions 6 (c) ) 

Property owned jointly 

Life insurance for benefit of estate 

Other life insurance 



(Estimated values will be accepted.) Total 

That the names and addresses of the legal representatives of the estate and 
their attorneys insofar as known to me are: 

Name. Address. 

Executors f 

Administrators 'I 



Attorneys ) 

*This is Form 704 and eontaina these words of identification: 'Treasury 
Department, U. S. Internal Revenue, Estate Tax, i<orm 704, Revised July. 
1919." 

[353] 
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I HiBXBT OEETirT that I hftTo earefolly read the instnietuma on the revarM 
side of thia form and that uH the statements made herein are eorreet to the 
best of my knowledge and belief. 

Signatare 

Designation 

(See paragraph 2 of instructions on back) 
Address 

Instmctions. 

1. Sstatet subject to notice. — This notice must be filed for the estates of all 
resident decedents, the gross yalue of which, as defined bj the law, ezeeeda 
$50,000. 

2. Fer$on$ required to file notice, — Where an executor or administrator has 
been appointed bj court decree, he must file the notice, which mnst contain a 
statement of all the propertj constituting the gross estate of the decedent. 
Except as hereinafter mentioned, all persons having possession of anj property 
of the decedent at the time of his death, or acquiring possession thereafter, 
mnst file this notice. This reauirement applies to agents, bankers, beneficiaries, 
brokers, custodians, debtors, lactors, fiduciaries, guardians, joint owners, part- 
ners, safe^eposit companies, tansferees, trustees, warehouse companies, and 
an other persons having possession' of proper^ constituting part of the gross 
estate of the decedent. Such persons are relieved of the du^ of filing notice 
only where the executor or administrator has, within the time prescribed, filed 
a notice including the propertj in the possession of such persons. In ease of 
doubt, the notice should be filed. 

,The notice may be executed l^ one executor or administrator. 

9. TfMS for filing notice — An executor or administrator, appointed by court 
decree, must file ^e notice within sixty days after his qualification. Persona 
having possession of the property of the decedent^ when required to file notice, 
must file the same within sixty days after receiving information of the de- 
cent's death. Where possession of the property was obtained after the 
decedent's death, the notice must be filed within sixty days after taking 
possession. 

4. Place of filing. — This notice must be filed with the Collector of Internal 
Bevenue for the district of which the decedent was a resident at time of death. 

5. Orosa estate, — The gross estate as defined by section 402 of the Bevenue 
Act of 1918, approved February 24, 1919, includes — 

(a) Property which after decedent's death is subject to payment of 

charges, to expenses of. administration, and to distribution as a 

part of his estate. 
,(b) Interest of surviving spouse, as dower, courtecfy, or estate in Hen 

thereof. 
(e) Property transferred or placed in trust in contemplation of, or 

intended to take effect in possession or enjoyment at or after 

death. 

(d) Property held jointly or as tenants in the entirety. 

(e) Property passing under a general power of appointment exercised 

by decedent. 

(f) (1) Insurance payable to a decelent's estate, his i)er8onal repre- 

sentatives, or to any person for the benefit of the estate. 
(2) Insurance payable to beneficiaries, in excess of $40,000. 

6. lAend — The tax is a uen for ten years upon the entire gross estate^ except 
such part of it as is used for the payment of charges against the estate and 
expenses of its administration allowed by any court having jurisdiction. 

7. Penalties, — The penalty for knowingly making any f sJse statement in this 
notice is a fine not to exceed $5,000, or imprisonment, or both. Penalty for 
failure to file notice as required is a fine not to exceed $500, and cost of suit. 

8. Delinquency,'^ In the event of failure to file this notice within the slx^ 
days prescribed by law, a detailed explanation imder oath should accompany 
notice when filed. 
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SIXTY-DAT NOnCB FOR INSURANCE COMPANIES— ESTATE OP 

RESIDENT * 
This notice mnst be filed in dupUeftte. (Observe instructions on reverse side.) 

District 

Date filed 

Name of decedent 

Date of death 

Place of death 

Besidenee 

,19 

OOLLBCTOR OF InTXRNAL REVENUE, 



I. The nndersigned insurance company organized in the United States, pur- 
suant to the requirements of section 404 of the Revenue Act of 1918, approved 

February 24, 1919, hereby gives notice that on the day of ^ 

19. . . ., it received information of the death of the above-named decedent and 
that the facts in regard to insurance issued by it on the life of such decedent 
are correctly set forth in the following statement: 

'Pollcj Face Amount To whom 

No. value. payable. payable. Address. 



(Attach schedule if more space is required.) 

2. That the records of this company indicate that the decedent had life 
inaorance in other companies or organizations as follows: 

Address. 



Company* 



Amount of policy. 



3. I HEREBY OERTiFT that I havo Carefully read the instructions on the reverse 
side of this form and that the statements made herein are correct to the best 
«f mj knowledge and belief. 

Company, 

By... 

Address 



Instructions. 

1. Whei^ reqvired.'^Ti^ notice is required whenever an insurance company 
is liable to make payment on account of policies issued by it on the life of a 
resident decedent to beneficiaries other than the executor in excess of $40,000, 
or whenever there is reason to believe that the aggregate of such insurance 
issued by it and all other companies exceeds $40,000. Whenever there is doubt, 
the notice should be filed. 

2. Time of filing. — Notice must be filed vnthin sixty days from the date the 
company receives information of the death of the insured person. 

3* Place of filing. — This notice must be filed with the Collector of Internal 
Revenue of the district in which the decedent had his residence at the time of 
death. For a list of the collection districts, see appendix in Estate Tax 
Regulations. 

4. What noiiee should contain. — The notice should contain all available in- 
formation in the possession of the company executing the notice as to insur- 
ance issued by it or any other company on the life of the decedent. Notwith- 
standing that notice is required for estates of resident decedents only when the 

*This is Form 7S7 and contains these words of identification: 'Treasury 
Department, U. 8. Internal Revenue, Estate Tax, Form 787." 
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rnggngBtB inmiranea pajable to benefleimriM other than the executor is is 
exeeat of $40,000^ it should contain, when filed, full information about insor- 
ance pajable to the executor. 

5. Lien. — Unless the tax is sooner paid in fuU, it is a lien upon the proceeds 
of the insurance for ten years. 

^ Pendliies. — The p^altj for knowing]/ making anj false statement in 
this notice is a fine not to exceed $5,000, or imprisonment, or both. The pen- 
altj for failure to file the notice as required is a fine not to exceed $500, and 
costs of suit. 

7. Delinquencff. — In the event of failure to file this notice within the sixty 
days prescribed by the law, a detailed explanation under oath should aeeompany 
the notice when filed. 



SIXTY-DAT HOnCB FOR IH8USAHCB OOMPAHIBS— MTATK OF 
MONR£SID£NT.« 



This notice must be filed in duplicate. 

Name of decedent 

Date of death 

Place of death 

JKesidence 



(Observe instructions on reverse side.) 



19. 



C!0M1CI8SI0NVR OF INTERNAL BlVXNXnB, 

Batate Tax Ditntion, Treagury Department, 
Washington, D. C. 
1. The undersigned insurance company organised in the United States, pur- 
suant to the reauirements of section 404 of Sie Bevenue Act of 1918, approved 

February 24, 1919, hereby gives notice that on the day of , 

19. . . ., it received information of the death of the above-named decedent and 
that the facts in regard to Insunmce issued by it on the life of such decedent 
are correctly set forth in the following statement: 

Policy Face Amount To whom 

Ko. value. payable. payable. Address. 



(Attach schedule if more space is required.) 

2. That the records of this company indicate that the decedent had lif • 
insurance in other companies or organisations as follows: 

Company. Address. Amount of policy. 



3. I HERKBY ounvT that I have careful^ read the instructions on the reverse 
side of this form and tiiat the statements made herein are correct to the best 
of my knowledge and belief. 

Company, 

By 

Address 

Instructions. 

1. By whom notice mnet he filed. — This notice must be iOed hy every 
domestie insurance company that is liable to make payment on account of 
policies issued by it on the life of a person dying outside the United Btatee, 

*This is Form 788 and contains these words of ideotificaiion: Treasury 
Department, U. 8. Internal Bevenue, Estate Tax, Form 788.'' 



Digitized by 



Google 



FosK& 857 



wkkh inehidet tba States, tba TerritoriM of Alaska and Hawaii, ttd tlie Dia* 
triet of Cohunbia. 

8. Timtf o/ /KUfi^. — Notice most be filed within aiztx days from the date the 
eompanj veeeiTea inf onnation of the death of the inaored person. 

8. Flaee of filing. — Notice most be filed with the Commissioner of Internal 
Xetsnne, Washington, D. 0* 

4. What notice should contain. — The notice should contain all aTailable in- 
formation in the possession of the company executing it as to policies of insur- 
ance Israed hj it or any other company or organ&Eation on the life of the 
decedent. 

5. LiabUitjf for io^E;— Any person in possession of property which consti- 
tutes a part of the estate of a nonresident decedent may be held personally 
liable for the payment of the estate tax in the cTent that the property on 
which the tax is a lien is remoTed from the Jurisdiction of the United States 
before the tax has been satisfied or provision made for its payment. 

6. Lien, — Unless the tax is sooner paid in full, it is a lioi upon the proceeds 
of the insurance for ten years. 

7. PendUies. — The penalty for knowingly making any false statement in 
this notice is a fine not to exceed $5,000, or imprisonment, or both. The pen- 
alty for failure to file the notice as required is a fine not to exceed $500, and 
eostof suit 

8. Delinquency. — In the erent of failure to file this notice within the sixty 
days prescribed by the law, a detaUed explanation under oath should accompany 
the notice when filed. 

CLAIM FOR MILITAKT BXEMPTION FSOM ESTATE TAZ.« 

Te be filed in duplicate. (Bead instructions on lererse side before exeeating 

this application.) 

Collection District 

Name of decedent Date of death 

Addreas 

CoMMissiOKsa OF Internal Bevinub, 
Washington, D. C. 

In the matter of the aibove estate, I hereby make claim for exemption from 
estate tax, in accordance with the provisions of section 401 of the Bevenue Act 
ef 1018, basing the daim upon the following statement of facts: 

8TATB1CXNT OF FACTS. 

Fenalty for f^dse statement in connection with this claim, fine of $5,000 or 
imprisonment, or both. 

Blxact name nnder which decedent served 

Color Date of birth Place of birth 

Bank and or^^anization, including company 

and regiment or vessel or station 

Period served during war against German Government 

Date and place of d&eharge 

Nature of injury or disease 

When and where received or contracted 

Cause of death 

Place of death 

State whether decedent carried War Bisk Insurance, 

and if so, give insurance certificate number 

I have care&lly read the foregoing statement of facts and I do hereby 
solemnly swear — affirm — that the same is in all respects true to the beet of 
my knowledge, information, and belief. 

Signature 

Designation 

AddNsa 

*This is Form 79S and contains tSiese words of identification: "IVeasury 
Department, U. S. Internal Bevenue, Form 793." 
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w 

Subscribed and sworn to before me, mt this 

4§jot ,19.... 



(Signature of officer administering oath.) (Title.) 

Instmctioiia. 
L Fufpoae of claim, — This claim is required in order that the exemption from 
estate tax provided by section 401 of the Bevenue Act of 1918 majr be proved 
in the case of decedents who died while serving in the military or naval forces 
of the United States in the war against the (^rman Oovemment, or from 
injuries received or disease contracted while in such service in the war against 
the German Government, and who left estates otherwise subject to estate tax. 
The exemption applies to all persons who served in the militaiy or naval 
forces as defined below during the war against the German Government, without 
regard to the nature of the duties performed or the phice at which stationed 
during the war. 

2. definitions. — The term *^ military or naval forces of the United States ** 
includes among other units the Marine Corps, the Coast Guard, the Army Nurse 
Corps (Female), and the Navy Nurse Corps (Female). For the purpose of this 
exemption the date of tiie termination ox the war against the C^erman €h>vem- 
ment is the day fixed by the proclamation of the President. The period eovered 
is aceordinglv from April 6, 1917, to the date fixed by proclamation. i 

3. Time of /lUn^.— This claim may be filed at any time within one year after 
the date of deatbl but should be filed as promptly as possible If it is not 
possible to file and prove the claim within one year, return on Form 706 nnst 
be filed at the expiration of one year from the date of death. 

4. Place of filing. — The claim should be filed with the Collector of Internal 
Bevenue of the district in which the decedent had his permanent residence at 
the time of death. If the decedent died having a permanent residence outside 
the United States, the daim should be filed with the Commissioner of Internal 
Bevenue. 

5. Evidence required.'^ The claim should be accompanied by supporting evi- 
dence. If death occurred while the decedent was actually in the mUitaiy or 
naval forces, the claim should be accompanied by the certificate of The 
Adjutant (General in the case of a soldier, or by the Chief of the Bureau of 
Navigation in the case of a sailor, or of The Commandant in the ease of a 
marine, evidencing the occurrence of death while in the service. If death 
occurred after discharge from the service, the evidence indicated below should 
be submitted: 

(a) Certificate of discharge from the service or copy of such eertifieale. 

(b) Certified copy of public record of death. 

(c) Affidavit of physician who attended decedent during last fflneas, 

setting forth the medical history of the decedent while under his 
treatment. 

(d) Affidavits or other evidence to show that death resulted from injuries 

received or disease contracted while serving in the military or 
naval forces of the United States during the war against the 
Cterman Government. 

6. SioBty-day notice required. — The filing of the claim does not relieve the 
executor from filing sixty-day notice. In cases where the claim ean be completed 
within the sixty-day period, it should be filed with the notice. 

7. Procedure. — If claim on review is approved, the Commissioner will notify 
elaimant to that effect, and no return need be filed. If the elaim is rejected, 
claimant inll be informed and return required. 

> 
APPLICATION FOR RELEASE OF ESTATE TAX LIEN.* 
(See instructions on reverse side.) 

Ooliection District 

Name of decedent Date of death 

Besidence 



*Thi8 OS Form 791 and contains these words of identificsiion: TreMory 
Department, U. S. Internal Revenue^ Form 791." 
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O0MMI8810NIB ov Internal Bk v bnue , 
Treanuy Department, 
Washington, D. C. 
In aeeordance with seetion 409 of the Bevenue Act of 1918, applieation is 
hereby made for the issuance of a certificate releasing the estate tax lien on 
the following-deseribed property belonging to or forming a part of the groos 
estate of the aboTO-named decedent: 

Description of property. Present yalae. * Basis of yalne. 



* Whether upon personal knowledge, exert appraisal, or sale. 

If retnm on Form 706 has not been flled, state the approximate yakie of 
property comprising gross estate. ^ 

Beal estate $ 

Btock and bonds issued in the United States $ 

Seqnest for this certificate is made for the following reasons: 

(Indicate fuUy why certificate is desired.) 

If property is to be sold or transferred, give the name and addrev of the 
purchaser or transferee, and the consideration to be receiyed: 

I do hereby solemnly swear that I have read the foregoing application and 
that the matters and things therein set forth are true to the best of my 
Imowledge, information, and belief. 

Name 

Designation 

Address 

Sabseribed and sworn to before me this day of , 19. . . . 

(Signature of ofiicer administering oath. ) (Title.) 

Instmctiona. 

1. The law. — ^^That unless the tax is sooner paid in full, it shall be a fien 
for ten years upon the gross estate of the decedent, except that such part of 
the gross estate as is used for the payment of charges against the estate and 
expenses of its administration, allowed by any court having jurisdiction thereof, 
shall be dlTosted of such lien. If the Commissioner is satisfied that the tax 
liability of an estate has been fully discharged or provided for, he may, under 
regulations prescribed by him with the approval of the Secretary, issue his 
e^tificate rdeasing any or all property of such estate from the lien herein 
imposed. ' f (Section 409, Bevenue Act of 1918.) 

2. When certificate will he issued. — The certificate will be issued in the fol- 
lowing cases: 

(a) Where the tax liability has been fuUy discharged. 

(b) Where the tax liability has not been fully discharged bat lias been 

duly provided for. 
S. Necessity for certificate fmst he shown. — The issuanoe of a certificate is 
a matter resting within the discretion of the Commissioner and not a matter 
of right to which an estate is entitled. The certificate will be issued only in 
those cases where actual necessity for such a certificate exists and can be 
shown. The primary purpose of this certificate is not to evidence payment or 
satisfaction of the tax, but to permit the transfer of property free from Mea 
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ift those easef where it ie ewenU ml to eleer title. la erdinarj < 
zeeeipt issued l^ the collector will constitute snffleient ae quittan ce. 

4. When the tax liability U fuUy discharged.-^ Th» tax liabili^ of an eetate 
Is follj discharged when there has been an investigation of the return filed bj 
the estate and Si tax shown due on the return or hj the inyestigation has been 
paid. In such case, the certificate, if proper necessity exists, will be issued 
en the filing of the appUeation without further requirements. 

5. Where the tarn ItaoiZtty hoe not been discharged. — Where the tax liabHitj 
has not been discharged the CSommissioner will, in his discretion, issue his 
certificate and maj require the filing of a corporate indemnity bond, unless 
United States Liberty bonds or other bonds of the United States are deposited. 
Where a bond is required, the collector will notify the executor of the amount, 
after the application has been filed, and the amount fixed by the Con 



FORM FOR EXSCUTORS* RSTURIT * 

To be Filed in Duplicate. 

Collection District 
Date Filed 



Audit and Claiss 
at List Form 23 A. Additional Tax Assessed. Record. 

Additional Tax, $. . .Paid. . . Beceiyed 

(Month) (Tear) 

Interest $...Paid... Amount, $ 

(Page) (line) 

€(ross tax, $ Paid Allowed, $ 

Page Line Rejected,! 

Intesest, $ Paid By Date By Date. 

Return for Federal Estate Tax. 

An Itemised Inventory by Schedule of the Oross Estate of the Deeedeat» 
with Legal Deductions. 

Decedent's name Date of death , 19. . • • 

Residence at time of death 

GrarxRAL iNSTKUonoNs — Rkao with Cabs. 

!• Pefmliidf.— For failure to file return when due, a fine not exceeding $S00, 
•r 25 per cent added to the tax, or both. For knowingly making a false state- 
SMnt in this return, a fine not exceeding $5,000, or imprisonment, or 50 per 
cent added to the tax^ or any or all of the three. 

2. This return is required for the estate of every resident decedent whose 
gross estate exceeds $50/)00, and for the estate of every nonreeident decedent 
any part of whose gross estate is situated in the United States. The term 
** United States *' used in this form means only the States, the Territories of 
Alaska and Hawaii, and the District of Columbia. 

8. This return is due one year after the date of death, and must be filed with 
the collector of the district in which the decedent had his permanent residenc e 
at the time of death, or, in the case of a nonresident, with the Commissioner of 
Internal Bevenue, Treasury Department, Washington, D. C. 

4. Regulations No. 87, Berised, 1910, should be carefully studied before mak- 
ing out this return. 

5. All papers used in preparing the return should be carefully preserved fot 
reference or inspection. All estate tax returns are verified by an interaal* 
revenue officer before the tax is determined by the Bureau. 

*Thi8 is Form 708 and contains these words 6f identification: 'Treasury 
Departmmit, U. S. Internal Bevenue, Form 706, Bevised November, 1010." 
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6. If the decedent left a will, a certified eotpy must be filed in duplicate 
witli the return. 

There should be filed in duplicate and as a part of the return such supple- 
mental data and statements as may be necessary to substantiate the return and 
«ftablish the correct tax. 

In the case of the estate of a nonresident, there should be filed-* 

(1) Certified copy of will, if decedent died testate, or of each will if 

decedent left more than one, to govern in different jurisdictiona. 

(2) A certified copy of inventory of the complete gross estate, whether 

situated within or without the United States. -Separate schedules 
should be made for property within and without the United 
States respectively. 

(3) If any deduction is claimed, a certified copy of schedule of debts 

and expenses allowed. 

7. This form consists of cover sheets, general infomation sheet, and thirteen 
aehedules. Oare should be taken to see that the return is filed complete and 
that all schedules are included in the proper order. 

The inventory of the gross estate must be set forth upon the schedules pro- 
vided, and may not be attached in the form of an exhibit. 

8. The questions asked under each schedule should be specifically answered, 
and if the decedent owned no property of any class specified under the schedule, 
the word ''None" should be written across the scnedule. 

9. If there is not sufficient space for all entries imder any schedule, use 
additional sheets of the same size, numbering them consecutively as follows: 
Schedule A-l, A-2. etc., and insert them in vie proper order in the return. 

10. Any property owned jointly or as tenants in the entirety, should be en- 
tered under the schedule for the particular kind of property involved, with a 
statement of the origin, nature and extent of the interest. Jointly owned 
real estate, for example, should be entered on Schedule A. 

11. Where decedent died subsequent to February 24, 1919, property identi- 
fied as received from an estate taxed within five years, and subsequent to 
October 3, 1917, or identified as exchanged for such property, must be en- 
tered in Schedule G exclusively and not under any ouier schedule, whether 
real estate or other property. 

12. Further instructions will be found imder each schedule. Returns not in 
aecordance with the instructions upon this form will not be accepted. 

£8TATB OF DlSnUOT OF 

Genexml Information Sheet. \ 

The information called for on this page is necessary for purposes of record 

and verification. Fill out all blanks carefully. 

l^e name of the decedent's legal heirs and next of kin required whether 

the decedent left a will or not. If the will names more than ten, only the 

names of the ten principal beneficiaries are required. 

State whether decedent died testate or intestate 

(Answer.) 

PermanCTt residence at time of death 

Actual place of death Age at death 

Business or employment 

Business address 

HXEB8 AT LAW, LBGATVES, AND BENEnciABIBB. 

Name. Relationship. Address. 



(If more space is needed, insert additi<mal sheets of the same siza) 
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BSTATB or DlSTUOT OF 

Schednte A. 
SealEtUte. 

IKSTEUCnONS. 

Beal estate flhoald be so described that it may be readilj loeated. The legal 
description is not required unless necessary to show the exact location. The 
character of the boildings shonld be stated and the character and area of 
unimproved land. For location, such details as the following may be necessary: 

City or town property.'^ Street and number, ward, map or subdiridon, block 
and lot, etc 

Bural property.— County, township, range, block and lot, street, landmarks, 
etc 

If any item of real estate is subject to mortgage, the unpaid balance of the 
mortgage should be shown under " I>escription.'' The full Talue of the 
prop^ty and not the equity must be extended in the value column. The mort- 
gage must be deducted under Schedule J of this return. 

All rents accrued and unpaid should be apportioned to the date of death 
whether due at that time or not. 

. For further instructiona see Article 13 et seq., Begulations No. 87, Bevised, 
1919. 

Bid the deeedent, at the time of death, own any real estate? (Answer ''Yea'* 
«r"No.*0 



Item 
No. 



Beteription of real estate 



Assessed 

value for 

year of 

decedent's 

death. 



Actual 
value on 

day of 
decedent's 

death. 



Acerued 
rents. 





1 


$ 


♦.., 

, , J 


$ 




1 






'''^ i 1 


$ 


* 










Grand total 


t 



(If more space is needed, insert additional sheets of same siic) 



ESTATmOP , 



DiSTUOT OF ».• 

Schedule B. 
Stocks and Bonds. 

ZNSTBUOnOMS. 

Give a complete and adequate description of all securities, as foUowo: 
Stocks. — State the number of shares, exact title of oorporatum, common or 
preferred, par value, and quotation at which returned. If a listed security, 
state principal exchange upon which sold. If unlisted, show ^tke address of the 
Issuing company. 

Ekamplea: 10 shares American Car ft Foundry Co., preferred, par $100, 
at 98, New York Exchange. 
10 shares Eagle Manufaoturinff Co., Bad Bank, N. J., eom- 
mon, par $25, at 30, unlis&id. 
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SOMDS. — State qnantity and denomination, exact title, kind of bond, interest 
iste, and due dates. State the exchange upon which listed or the address of 
company, if unlisted. 

Bxample: Ten $1,000 Baltimore & Ohio Bailwaj Co. first mortgage 4 
per cent registered SO-year gold bonds, due 1948, January, 
AprUy July, and October, at 96, New York Exchange. 

Luted siooJcM and honds should be returned at the mean between the Ugh and 
]ow sale prices on the dar of death ; if there was no sale on the day of death, 
the nearest sale price, either before or after death, and within a reasonable 
period thereof, should be taken. 

Unlisted securities which are actively dealt in should be appraised upon the 
basis of last sales prior to death. The source of the quotation should be stated. 

Inactive stock and stock in close corporations should be appraised upon the 
basis of net assets of the company at the time of death and its earning capacity 
during the five preceding ^ears. If such stock forms a material part of the 
estate there must be subnutted copies of statement of assets and liabilities aa 
of the date of death and for each of the five years preceding death, and a state- 
ment of net earnings per year for the same period. 

Secwrities return^ as of no value, nominal value, or obsolete should be listed 
last, and the address of the company and the State and date of incorporation 
should be stated, if obtainable from the certificate. Copies of correspondence 
or statements of reasons for return at no value should be retained for 
inspection. 

Interest on bonds should be apportioned to the death computed upon the 
basis of 360 days to the year and returned in interest column. Dividends upon 
stock declared prior to death, and payable after date of death, must be re- 
turned separately unless reflected in the {xrice at which the stodc is returned. 

In nonresident estates the actual depository on date of death on all bonds 
should be shown. 

For further instructions see Article 16 ei seq.. Regulations No. 37, Beviaed, 
i919. 

Did the decedent own any stocks or bonds? (Answer ** Yes '' or " No.'') 



Item Value on Interest or 

No» Description. day of death. dividends. 



Total 

Grand total 



$. 



$. 



(If more space is needed, insert additional sheets of same size.) 



W&uxm OF District or ..... ! 

Schedule C 
Mortgages, -Notes, Cash, and Insurance. 

IKSTBUCnOKS. 

The four elasses of property on this schedule should be listed separately in 
the order ^ven. 

Mortgages. — State (1) faee value and unpaid balance, (2) date of mortgage, 
(3) name of maker, (4) property mortgaged, (5) interest dates and rate of 
interest. For example: Bond and mortgage for $5,000, unpaid balance $5,000; 
dated January 1, 1910, John Doe to Bichard Boe; premises 22 Clinton St., 
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Newark, N. J.; interest pejable at 6 per eent per annum Jannaiy 1 and Jnljr 1| 
interest paid to Jannaiy 1, 1012. 

Notes, pnmi9$orp.'^Qiv% similar data. 

Cash in possession, — lost separately from bank deposits. 

Cash in (oak— Name bank and amount in each bank and give serial number 
of aeeoont. Inchide aeeroed interest in income eolomn, or i^ieate if inelnded 
in total tm deposit. 

InswroMce. — The proceeds of all Uf e insoranee to whomsoeyer pi^jable most 
be retomed rewdless of Talue. Insoranee payable to exeeator most be 
retnmed first State (1) name of eompanj, (2) nnmber of poli^, (3) name 
of person receiving inraranee. Include fall amount reeelTod. 

Important. — If there is insurance payable to beneficiaries other than the 
executor, deduction may be taken at bottom of this page equal to the amount 
returned for such insurance, but not exceeding $40,000. 

For further instructions see Article 34 et seq., Begulations No. 87, Befised, 
1919. 

1. Did the decedent, at the time of his death, own any mortgages^ notes^ or 

casht (Answer *• Yes " or " No.'') 

2. Was any insurance payable on life of decedent to executor? (Answer 



•* Yes'* or ''No, 



e m 



3. Was any insurance payable on life of decedent to beneficiaries other than 

exeentor? (Answer ^' Yes " or *' No.") 

Income 
Item. Value on accrued to 

No. Description. day of death, date of death. 



Less amount of insurance payable to ben- 
eficiaries other than the executor not 
in excess of $40,000 



Total taxable 



$. 



$. 



Grand total $ 

(If more space is needed, insert additional sheets of same siae.) 



ESTATB OF DiSTEIOT OF ,>,,,. . , 

Schedule D. 
Other Ifiscellaneoiis Property. 

INSTRUCnOMS. 

Under this schedule include all items of gross estate not returned under 
another schedule, including the following: Debts due the decedent; interests in 
business; claims, rights, royalties, and pensions; leases, judgments, choses in 
action, shares in estates of decedents or trust funds; transfer Talue of fire and 
other protective insurance; household goods and personal effects, including 
wearing apparel; farm products and growing crops; live stock, automobiles, ete. 

When an interest in a copartnership or unincorporated business is returned, 
submit in duplicate statement of assets and liabilities as of date of death and 
for the five years preceding death, and statement of the net earnings for the 
same five years. Good will must be accounted for. 

In listing automobiles give make, model, and year. 
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Did the deeedenty at the time of his death, own any interest in a eopartnenhip 
or nnineoiporated bnsineaBr (Answer ** Yee " or " No.") 

Did the deeeident, at the time of his death, own any miseellaneons proper^ not 
retmnable under any other sehednlet (Answer '' Yes " or " No/') 



Item 
No. 



Description. 



Total. 



Grand total 



Value on Aeemed 
day of death. income. 
$ $ 



(If more q^ace is needed, insert additional sheets of same sise.) 



SSTAXI 00! DiSTBIOT OV ••• • 4 

SchednleS. 
Transfers. 

IN8TBUCT10N& 

AH gifts and transfers, inefaiding trosts, of a material part of the estate, 
made or executed by the decedent within two years prior to the date of death, 
other than t^ a bona fide sale, for a fair consideration in money or money's 
worth, must be returned under tiiis schedule and the Talue of the property shown 
in the fiirst column. The Talue must also be extended into the second column 
for inclusion in the gross estate unless the executor has clear evidence to show 
that the transfers in question were not in fact made in contemplation of death. 

All gifts and transfers made in contemplation of death or to take effect at 
or after deatJi without such consideration, are taxable and must be inclnded in 
the gross estate regardless of the date of transfer. All transfers of a material 
part of the decedent's estate made more than two years prior to death must be 
returned under this schedule, but the value need not be extended into the sec- 
ond column if the executor desires to eontend that the transfers were not made 
in contemplation of death. 

In all cases where a transfer or gift is listed under this schedule, but the 
Talue not eatended into the second column for inclusion in the gross estate, the 
executor is required to submit as a part of the return documentary eridence in 
the form of affidavits fully setting forth all the facts and circumstances indi- 
cating the intent of the decedent in making the transfer. 

Where the transfer was effected by deed of trust, eopy of such instrument 
should be filed in duplicate. 

Make full entry, giving name of transferee, date and form of transfer, 
description of proper^, and value at time of death. 

For further instructions see Article 22 et seq., Begulations No. 37, Bevised, 
1919. 

1. Did the decedent, during the period within two years prior to death, make 
any transfer of a material portion of his estate in the nature of a final 
di^>o8ition or distribution thereof without a fair consideration in money 
or money's worth? (Answer ** Yes '* or '* No.") 

9. Did the decedent, at any time prior to two years before his death, make any 
transfer or create any trust in contemplation of or intended to take effe^ 
at or after death without consideration? (Answer ** Yes " or '* No."), 

24 
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0i^ the deeedenty at any time, make a traaato af a autterSal portioii of Ua 
eftate without eoaaideratioay hot not bdiefed to be in oontemplatioa of 
death or intended to take eifeet at or after death? (Answer " Yea " or 

No.'0 

What tmats, if any, created bj the deeedent, were in exiatenee at the time of 
hia death? 



Item 

No. 



Details of transfer. 



Total. 



VaUietobe 
Value on indaded in 
daj of death, gross estate. 
$ $ 



Grand total 

(If more space is needed, insert additional sheets of 



BbTATB op DiSTlIOT OiP 

Schedule F. 
^ Powers of Appointment. 

INSTBTTCnONS. 

Prop erty passing under a general power of appointment ezerdsed in the 
decedent's will must be returned* If the decedent exercised a general power 
bj deed, the property must be indaded in the gross estate if the deed was made 
in contenqdation of death or intended to take effect at or after death, except 
where execnted for a fair consideration in money or money's worth. 

Certified copy, in duplicate, of the will or deed conferring the power npon the 
decedent, and of the instrument by which the power was exercised, mnst be 
filed with the return. 

Property passing nnder the exercise of a power of appointment should not 
be listed nnder any other schedule. 

For further instructions see Article 30 et seq., Begulations No. 37, Berised, 
1919. 

1. Did the decedent, at any time, by will or otherwise, transfer properbr by the 
exercise of a general power of appointment? (Answer ** Yes '' or 
•'No.") 

S. Did the decedent, at any time, by will or otherwise, exercise a limited power 



Item 
No. 



of apointment? (Answer '^ Yes 
Description and details. 



or 



No.") 



Total. 



Grand total 



Value on 
day of death. 

$ 



Aecmed 



(If more space is needed, insert additional sheets of same sise.) 
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Scheflple 0. 
Propertj Identified as Taxed Witliia 5 Yean. 
(Taxed under Aet of October 8, 1917, or Bevenue Aet of 1918.) 

IKSTBTJOnONS. 

Before exeenting this sehedole read earefallj Artidea 50 et aeq. and 62, 
vmder Begnlations No. 87, Beviaedy 1919. 

Proper^ identified aa receiyed from an estate taxed within five yearsi or 
aeaniied in exchange for aach propertj, must be included in this achedule and 
deduction taken under Schedule ^ In order to be entitled to this exemption, 
the fiirst decedent must have died subsequent to October 3, 1917, and the second 
decedent must have died on or after February 25, 1919. The exemption is lim- 
ited to the identical property received or property identified as acquired by 
first exchange of audi property. No exemption ia permitted for property 
acquired 1^ a second or subsequent exchange. 

If proper^ identified aa acquired by first exchange ia listed, it must be listed 
In such manner aa to indicate that fact and to ahow the original property 
Mceived from the first estate. 

If property ia acquired by exchange, the full value of the property must be 
entered m tUa schedule and carried forward to the recapitulation of the gross 
estate, even though the present decedent gave additional valuable consideration 
over and above ^e value of the property given in the exchange. In such cases 
there should be deducted in the space provided below the proportion of the 
present value of the property received in exchange that the additional eonsid- 
oration bore to the entire consideration given. For example: An item of 
property valued at $10,000 ia exchanged for an item of property valued at 
$15,000, $5,000 additional being given by the decedent. The full value of the 
property received in exchange ahould be listed in this schedule, but one-third 
of the present value should be deducted in the space below before the total is 
carried forward to Schedule K aa a deduction. 

Unless property can be clearly identified, the deduction can not be taken. 
The burdcA of proof rests upon the person claiming the deduction. 

If property of this nature has been received from more than one estate, give 
separate statements for each estate, repeating the heading given below : 

Estate or Prior Decedent. 

Name of decedent Bate of death 

Besidenee at time of death 

Name and address of administrator or executor 

Betom filed with collector at 

Item 
No. Description of property. 



Total to be included in the gross 

estate 

Less proportion of present value of prop- 
erty acquired by exchange representing 
proporuon of additionid consideration 
given (see above) 

Total to be taken aa deduction (see 
Schedule K) 



Value on 
day of death. 
$ 



Accrued 
income. 



(If more space is needed, insert additional sheets of same size.) 
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Fedebal Estate Tax. 



Sbtatb or DismoT or 

Schedule H. 
Fnaeral Expenees end Administration 

INSTBUCnOKS. 

Funeral ezpenaes and miBcellaneotta adminiatration ezpeneee ahonld be item- 
ised. Give name of ereditor and exact nature of expense. Preserve all vooehen 
and receipts for inspection. 

No deduction m&j be taken upon the basis of a yague or nneertain estimate, 
bat a close estimate is deductible. Where the amount is estimated, indicate 
that fact. 

Executors' or administrators' commisrions ma,j be estimated, provided that 
the commissions will be awarded bj the court of probate jurisdiction or allowed 
in a probate account and will be paid. 

Attomeys' fees should be entered in the exact amount paid or to be paid. 
In the absence of an award bf the court, this item is not deductible in these 
States where the fee is a charge against the executor and not against the estate. 

Estate, legacy, succession, and inheritance taxes, and taxes on income accrued 
after death, are not deductible. 

TiXT further instructions see Artidea 87 et seq. and 59 et seq., BegulatioBa 
No. 87, Berised, 1919. 



Item 
No. 



Funeral expenses 



Total funeral expenses 

Executor's commission 

Attorney's fee 

liliscellaneous administration expenses. 



Total miscellaneous expenses. 



Total. 



Amount 

of item. Totals. 

$ $ 



(If more space is needed, insert additional sheets of same sise.) 



Estate of District of • 

Schedule I. 
Debts of Decedent 

INSTEUCnONS. 

Itemise fully below all valid debts of the decedent due and owing at the time 
of death. Preserve all vouchers for inspection. 

If deduction is claimed for a debt, the amount of which is disputed or the 
subject of litigation, only such amount may be deducted as the estate concedes 
to be a valid claim. The fact of litigation should be stated. If any debt has 
been canceled by the creditor, no deduction may be taken. 

Enter notes unsecured by mortgage under tMs heading and give full details, 
including name of payee, face and unpaid balance, date and term of note, 
interest rates and date to which interest was paid prior to death. 

Care must be taken to state the exact nature of the claim as well as the name 
of the creditor. If the claim is for services rendered over a period of time. 
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fltato the period covered by the claim. Example: January 1, 1919, Edison Eleo* 
trie niominating Company, for electrie eeryice daring December, 1918, $25. 

Item 

No. Date of claim. Creditor and nature of claim. AmoanA. 

$ 



Total $. . . 

(If more space is needed, insert additional sheets of same size.) 



BeTATB OF District of 



Schedule J. 
MortSAges, Net Loeaea, and Support of Dependents. 

IKSTBUOnONS. 

Mortgages. — Give location of proper^, name of mortgagee, date and term 
of mortgage, amount and unpaid balance, rate of interest, date to which interest 
was paid prior to death, filter in second column accrued interest apportioned 
to diate of death. Unsecured no^es should be listed under Schedule I. 

Loneg. — Losses are strictly limited to net losses arising from Are, storm, 
shipwreck, or other casualty, or from theft to the extent that such losses are 
not compensated for by insurance. Losses must occur during the settlement 
of the estate* Depreciation in the value of securities does not constitute a 
deductible loss. In listing losses, specify nature. If insurance was reoeived 
on account of loss, state the amount collected. 

Support of dependents, — No deduction may be taken under this item unless 
the loeol law permits the allowance, the local court has made a decree specifying 
the amount thereof, and in fact the allowance was reasoi^tbly required for the 
support of the person in question. In listing this item, give the names of tha 
dependents and their relationship. 

For further instructions see Article 47 et seq. and 61, Begulations No. 87. 
Bevised, 1919. 

Item Accrued 



Total 



Grand total 



(If more space is needed, insert additional sheets of same sise.) 



Item 
No. 



Net losses during administration. 



Amount. 



Total $. 

(If more space is needed, insert additional sheets of same sise.) 
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Item 
No. 



Fkdxsai. Estatb Tax. 
SnppcRtt of depeodeBti. 



Total $. 

(If more spmoe ii naacladj fawrt mdditional aheetg of wune aiae.) 



OP DiBTUOT or , 



SchedidoK. 
P iopeity Idestiiled mm Taxed Within Fire TeaxiL 

INSTBUCnONS. 

Enter in this sehedole, by separate estates if more than one estate is inTobedt 
the total amount dedactible as representing propertj received fnmi an astato 
taxed within fiye jears or acquired bj exchange for proper^ so xeeeiTedy aa 
set forth in Schedule 6. 

lmportani4 — Care must be observed to enter in this schedule asslj the p re s ont 
value of the property actnaUj received, or if such property has been exchanged 
for other i>roper^y the present value of such other property. Where the 
exchange was eqiuuy the full present value should be entered. Where the 
decedent in acquiring such other proper^ gave additional consideration^ there 
should be deducted such proportion of the present value of the proper^ 
acquired in exchange as the value of the original propertj bore to the entiie 
consideration given. 

For further instructions see Article 50 et seq. and 62, Begulations No. 87, 
Bevised, 1919. 

Item Name of 

No. prior decedent. Address. Date of death. Amoant, 

$ 



Total $. 

(If more space is needed, insert additional sheets of same size.) 

Charitable, Public, and Similar Gifts and Bequests. 

When a deduction is claimed under this schedule, there must be submitted 
(1) certified copy of will or instrument of gift, (2) receipt or statement show- 
ing payment or acceptance, (3) affidavit of executor, showing whether will has 
been or will be contested, (4) such other document or evidence as may be 
specified by the Bureau. 

For further instructions see Artioie 53 et seq. and 63, Regulations Na 37, 
Bevised, 1919. 

Item Character of 

No. Name and address of beneficiary; institution. Amount. 

$ $ 



Total 



(If more space is needed, insert additional sheets of 



size.) 
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Seted- 

QlO. 

A 
B 

O 
D 

B 
F 
G 



Schedule L. 
EecepitaUtioiiv Satet of Tez and Tax Due, and Juat. 



Qro68 estate. 



Vahie. 



Beal estate 

Stocks and bonds 

Mortgages, notes, cash, and insurance 

Other misoeUaneoos propert j 

Transfers '. 

Powers of appointment 

Property identified as taxed within five years. 



Total gross estate $ 



Sehed- 



I 
J 



Deductions. 

Foneral expenses 

Administration expenses: 

Executor's fee 

Attorney's fee 

Miscellaneous 

Debts of decedent 

Unpaid mortgages 

Net losses during settlement 

Support of dependents 

Property identified as taxed within five years. 

Charitable, public, and similar bequests 

Specific exemption (resident decedents only) . 



Amount. 



Total deductions $ 



Total gross estate (within U. S. in nonresident estates) 
Total deductions (for nonresident, see Schedule M).. 



Net estate for tax. $ 

Schedule M. 
Deductions — Estate of Nonresident. 
If the decedent was not a resident of the United States, Hawaii, or Alaska^ 
no deductions whatever are allowable unless the value of that part of his 
gross estate situated outside of the United States. Hawaii, or Alaska be set 
forth. If it be desired to claim deductions, execute Schedules H-I-J-K and 
compute the deductions allowable as follows: 

1. Value of gross estate in United States (Schedules 

A-B-OD-E-F-G) 

2. Value of ^ross estate outside of the United States 

(attach itemized schedule showing values) 

3. Value of total gross estate wherever situated (I 

plus 2) 

4. Gross deductions under Schedules H-I-J 

6. Net deductions under Schedules H-I-J (that propor- 
tion of 4 that 1 bears to 3. not exceeding 10% of 1 ) 

6. Schedule K (within the United States) 

7. Total deductions allowable (5 plus 6) 

a Net estate taxable (1 minna 7) 
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Federal Estate Tax. 



Ket estate. 
Bzeeed- Not ex- Ammint 



Sates aad Tax Ihw. 

Date of death • ^^^7^ 

(Date.) 

(1) (2) (3) 

8^t.9, Har.Sy Oet4y (4) 

1916, to 1917, to 1917, to On and 

Mar. 2, Oct. 3, F^b.24, after 

1917, 1917, 1919, Feb. 25, 
indnaive. indnaive. inehudTe. 1919. 

Bate Bate Bate Bate 



in^ 


ceeding— 


of block. 


per cent. 


per cent. 


per cent. 




$50,000 


$50,000 


1 


1% 


2 


$50,000 


150,000 


100,000 


2 


3 


4 


150,000 


250,000 


100,000 


3 


4% 


6 


250,000 


450,000 


200,000 


4 


6 


8 


450,000 


750,000 


300,000 


5 


7% 


10 


750,000 


1,000,000 


250,000 


5 


7% 


10 


1,000,000 


1,500,000 


500,000 


6 


9 


12 


1,600,000 


2,000,000 


500,000 


6 


9 


12 


8,000,000 


3,000,000 


1,000,000 


7 


10% 


14 


3,000,000 


4,000,000 


1,000,000 


8 


12 


16 


4,000,000 


5,000,000 


1,000,000 


9 


13% 


18 


5,000,000 


6,000,000 


1,000,000 


10 


15 


20 


6,000,000 


7,000,000 


1,000,000 


10 


15 


20 


7,000,000 


8,000,000 


1,000,000 


10 


15 


20 


8,000,000 


9,000,000 


1,000,000 


10 


15 


22 


9,000,000 


10,000,000 


1,000.000 


10 


15 


22 


10,000,000 


..!..... ... 


10 


15 


25 



of tax. 



3 

4 
6 
8 

10 
12 
14 
16 
18 
20 



25 



Total tax $ 



Jumt for Ezecntora and Adminiatratort. 

We—I 

the undersigned exeent administrat , do hereby aolenmlT' 

swear — alBrm that on the daj of , 19. . . ., the 

court at granted letters testamentary or 

of administration upon the estate of the foregoing named decedent to 

; that haye made diligent eeareh for property 

of everr kind left by the decedent; that have carefoUy read the 

instmctions printed on this form; that hereon is listed all of the proper^, 
tangible and intangible, forming the groes estate of the decedent so far as it 

has come to knowledge and information; that have no 

knowledge of any transfers made or trusts created in contemplation of death 
or to taks effect at or after death, except as stated on Schedule E; that to the 

best of knowledge, information, and belief the value shown for each 

item of property listed hereon was the actual and full value of the same at the 
time of decedent's death; and that the debts, expenses, and charges entered 
hereon as deductions from the gross estate are correct and legally iSlowable. 

Jurat for Beneficiaries, Custodians, and Trustees. 

I— We 

the undersigned beneficiar Custodian — Trustee, do hereby solemn^ 

swear — alBrm that have carefully read the instructions printed on this 

form; that hereon is listed all of the property, tangible or intangible, contained 

in the gross estate of the decedent which has come into possession and 

control; that to the best of knowledge, information, and belief, the 

Taiae shown for each item of proper^ listed hereon was the actual and foU 
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▼Blue of the same at the time of the decedent's death; and that the debts, 
ezpensesy and charges entered hereon as deductions from the gross estate are 
correct and legally allowable. 

(Name) 

(Address) 

(Name) 

(Address) 

(Name) 

(Address) 

Subeoribed end sworn to before me, at 

this day of , 19.... 



Notary Public — Deputy CoUeotor. 
Note. — ^If there is more than one executor or administrator all must sign 
and swear to the return. 
Attorney's name and address 

(The foregoing forms are taken from the Seccmd Edition of Gleaeon and 
Otis on Inheritenoe Taxation, with ceiptain dianges due to subsequent 
revision by the Qoveniment.) 



SIXTT-DAY NOTICE— ESTATE OF IfONRSSlDENT.^ 

lb be filed in duplicate hy executor or person in possession of property. 
(Observe instructions on reverse side.) 

Name of decedent 

Date of deatli 

Place of death 

Besidenoe. 

, 19.... 

OoMicissioNBB OP IivmNAL Reventjh, 

BHate Tan DiviHon, Treaaury Department, 
Waehimfftan, D. (7. 

I. I, , pursuant to the requirements of 

Motion 404 of the Revenue Act of 1^18, approved February 24, 1919, hereby 
give notice that I had actual or constructive possession of property or an 
interest in property which constituted a part of the gross estate situated in 
the United Stated of the above-named decedent on date of death, or I came 

into possession of such property on the day of , 19 

The description and approximate value of such property at the time of 
death were as follows: 

Description. Value. 



(Attach sdiedule if more space is required.) 



mris is Focm 705 and contains these words of identification: "Treasury 
Department, XT. S. Internal Bevenue, Estate Tax, Form 705, Bevised July, 
1919." 
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I also have information tbat property or an interest in property aitnaled 
in the United States belonging to said decedent was in the possession off 
others, as shown below: 

Name of possessor. Address. Description of property. 



2. To the best of liiy knowledge the value of the gross estate of the de- 

eedent sitnated in the United States is $ and the approximate 

Talnes of the yarious classes of property comprising such gross estate at 
date of death were as follows: 

Reel estote. .'. . . $ 

Stocks and bonds 

Miscellaneous personalty 

Property transferred (see Instructions 4 [c] ) 

Property owned jointly 

Life insurance for benefit of estate 

Other life insurance 



(Estimated values will be accepted.) Total 

That the names and addresses of the legal r^resentatives of the 
and their attorneys insofar as known to me are: 



Executor or v In United States 

Administrator r Outside United States. 



Name. Address. 

* xx^^^a i In United States 

Attorneys ^ Q^^side United SUtes 



^ I UBBRBT CEKTIFT that I have carefully read the instructions on the l ev e rBO 
side of this form and that all the statements made herein are correct to tbo 
besi of my knowledge and belief. 

Signature 

Designation 

(See paragraph 2 of instructions on back.) 
Address 

Instructions. 

1. Estatea euhjeci to notice. — This notice must be filed for the estates of 
all nonresident decedents having any gross estate as defined by the law, con- 
sisting of property situated in the United States, which includes the Statea, 
the Territories of Alaska and Hawaii, and the District of Columbia. 

2. Persons required to file notice and time of filing^ — This notice must be 
filed by all persons having possession of any property, situated within the 
United States, which forms part of the gross estate of a nonresident decedenl. 
The notice must be filed within sixty days after receiving information of 
the decedent's death, or, where possession is acquired after such death, within 
sixty days after taking possession. This requirement applies to agents, 
bankers, beneficiaries, brokers, custodians, debtors, factors, fiduciaries, guar- 
dians, joint owners, partners, safe-deposit companies, transferees, warehouse 
companies, and all other persons having possession of property constituting 
part of the gross estate of the decedent. 

3. Place of filing — This notice must be filed with the Conunissioner of 
Internal Revenue, Washington, D. CL 
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4. Oro98 egtate. — The gross estate, as defined by section 402 of the ReTenue 
Act of 1918. approved February 24, 1919, includes: 

(a) Property which after decedent's death is subject to payment of 

charges, to expenses of administration, and to distribution as 
a part of his estate. 

(b) Interest of surviving spouse, as dower, courtesy, or estate in lieu 

thereof. 

(c) Property transferred or placed in trust in contemplation of death 

or to take effect in possession or enjoyment at or after death. 

(d) Property held jointly or as tenants in the entirety. 

(e) Property passing under a general power of appointments 

(f) (1) Insurance payable to a decedent's estate, his personal repre- 

sentathres, or to any person for the b^iefit of the estate. 
(2) Insurance payable to beneficiaries in excess of $40,000. 

6. Property situated in the TJhited States.— f£he notice is required only 
with reference to property situated in the United States. This mcludes au 
property, whether real or personal, which is actuallv situated in this country, 
moluding bonds, money on deposit in domestic banks, and debts due by 
domestic creditors. It also includes stock in domestic corporations, wherever 
the certificates may be kept, and life insurance payable by domestic insur- 
anoe companies. 

6. Liability for tarn, — ^Any person in possession of property wnich constitutes 
a part of the estate of a nonresident decedent may be held personally liable 
for the payment of the estate tax in the event that the property is removed 
from the jurisdiction of the United States before the tax has been satisfied, 
or provision made for its payment. 

7. Lien. — ^The tax is a lien for ten years upon the entire gross estate, ex- 
cept such part of it as is used for the payment of charges against the estate 
and expenses of its administration allowed by any court having jurisdiction. 

8. Penalties. — ^The penalty for knowingly making any false statement in 
this notice is a fine not to exceed $5,000, or iiiiprisonment, or both. Penalty for 
failure to file notice as required is a fine not to exceed $500, and cost of suit. 

9. Delinquency. — ^In the event of failure to file this notice within the sixty 
days prescribed by law, a detailed explanation under oath should accompany 
the notice when filed. 



SIXTT-DAT NOTICB FOR TRANSFER AGENTS— ESTATE OF 
NONRESIDENT.* 
This notice must be filed in duplicate. (Observe instructions on reverse side.) 

Name of decedent 

Date of death 

Place of death if known 

Residence. , 10 

OOHMISSIONEB OF INTERNAL EEVENUE, 

Estate Taw Division, Treasury Department, 
Washinffton, D. C. 
The undersigned, pursuant to the requirements of section 40i of the Revenue 
Act of 1918, approved February 24 1019, hereby gives notice that on 
the day of , 19 , a communication was received 

*This is Form 714 and contains these words of identification: "Treasury 
Department, U. 8. Internal Revenue, Estate Tax, Form 714, Revised July, 
1919.'' 
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'rom , acting in tbe capacity of , whose addrcM 

U , direciinff the transfer to whon 

address is the stocks or bonds listed below of the 

Oompany, a corporation organised in the United States, owned by the aboire- 
named decedent at time of death and entered on the books of such eofto:puBy 
in the name of whose address is 

Nunkber. Deseripti(m. Face Talue. 



(Attach schedule if more space is required.) 

The names and addresses of the legal representatiyes of the decedeafa 
estate, insofar as known or ehown by toe records of this company, are: 

Name. Address. 

Executor or \ In United States 

Administratoi Outside United States 

^ttomevB ^ ^° United States 

■*«^™®y» ( Outside United States 

Hie undersigned has information that property owned by the decedent at 
the time of death was in the possession of others as shown below: 

Name of possessor. Address. Description. 



I UBBBT oorrm that I have carefully read the instructions on the referee 
side of this form and that all statementa made herein are correct to the best 
of my knowledge and beliet 

Signature. 

D^ignation 

Address 

lutmctioBa. 

1. By whom noUoe mutt be filed, — ^This notice must be filed by each com- 
pany, transfer agent, or registrar requested to make transfer of stocks or 
tN>nds issued by a corporation organized in the United States belonging at 
time of death to any person who died outside the United States since Sep- 
teoriiwr 8. 1916. The term " United States " means the States, the Territories 
of Alaska and Hawaii, and the District of Oolimibia. 

2. Time of filing,— ^thu notice must be filed by the company, transfer agent, 
or registrar within 60 days after receipt of reauest for the transfer of securi- 
ties belonging to any person dyinr outside the United States or within 60 
days of receipt of information of tne death of such person. 

3. Place of filing, — ^Tliis notice must be filed with the Commissioner of 
Internal Revenue at Washington, D. O. 

4. Supplemental data^, — Oopy of will, inventory, or other docum^its received 
with the order for transfer will assist tbe Bureau of Internal Revenue if 
submitted with this notice. Transfer of stock should not be made unless 
notice has been filed with the Commissioner of Internal Revenue and per- 
mission to make such transfer has been granted. 
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ThoB 



Bommurj, ezeeated as directed, is to accompanj each report of a final in- 
yefltigation of an estate bj a Revenue A^g^nt or Collector 



TREASURY DEPARTMSHT.* 

IntemiAl Rffvenne Bnxeau— Estate Tax. 

Estate of Collection District 

Residence Reporting officer 

Date of death ,19 Date of report ,19 

Executor or administrator 



(The above data and that required in Columns I and II will be inserted bj 
' the examining officer.) 



I. I n. 

Returned ] Recom- 
(Form (mended in 
706). report 



ni. 

Accepted 
by Commis- 
sioner. 



Gboss Estates 

Realty 

Qifts and transfers 

Stocks and bonds 

Share in jointly-owned property... 
Mortgages, notes, and miscellaneous. 



Total 



0IDVOTIOKS: 

Funeral expense ••• 

Administration expense: 

Extcutor's fee 

Attorney's fee 

Miscellaneous 

Claims against estate: 

Mortgages 

Debts of decedent 

Net losses during administration. . . . 

Support of dependents 

Oother charges allowed by local law. 
Specific exemption 



Total 



Total Gross Estate . 
Total Deduotions . . 



Net Estate 



*ThiB is Form 72S and contains these words of identification: 
Department, Internal Revenue Service, Form 722." 



"Treasury 
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FwDEtUkL ESTATS TaZ. 





L 

Betorned 

(Form 

700). 


Beoom* 

mended in 

report 


in. 

Accepted 

bjCommi»> 

eioner. 


Not exeeeding $00,000.. @.... Per oent.. 








$00,000 - $150,000..®.... * 












$150,000 - $250,000..®.... ' 










$250,000 - $450,000..®.... < 










$450,000 - $1,000,000. .®. . . . < 










$1,000,000 - $2,000,000..®.... ' 










$2,000,000 • $3,000,000..®.... ' 










$3,000,000 - $4,000,000..® * 











$4,000,000 • $5,000,000..® * 










$5,000,000 - $8,000,000..®.... < 










$8,000,000 - $10,000,000.® ' 










Exeeeding $10,000,000..® ' 




















Total Tax 








1 
B] 

Ai 



































AFFIDAVIT OF OWHBRSHIP OF BONDS.* 



98., 



SUte of 

County of 

We (I) , the undersigned ezecut , administrat , 

beneftciar , legal representative of the estate of de- 
ceased, who died on , 19 , do scTerally swear that the bond 

described below bearing interest at a higher rate than 4 per centnm per 
annum was (or were) each owned by the decedent continuously for at kiist 
six months prior to the date of his (or her) death and upon such date cod-. 
etituted part of his (or her) estate, and that the following statements with 
respect to each such bond are true to the knowledge of d^Kment, to wit: 

Date of 
Date of Acquisition Face Ooupoaor 
Maturity., by Decedent. Value. Begistered. 



Serial 

No. 



Description 
of Issue. 



Date of 
Issua 



(Each bond miust be entered separately.) 



Subscribed and sworn to before me at 
of 19 



(Address for mail.) 
this day 



Notary Public, Deputy Collector. 



*Thi8 is Form t60 and oontains these words of identification: 'TreMury 
Deputment, U. 8. Internal Bevenue, Form 7(M).'' 
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8CHBDULB OP COUPON BONDS RECBIVBD BT COLLBCTOR IN PAT- 
MBNT OP ESTATE OR INHERITANCE TAXES AND TRANS- 
MITTED TO PEDERAL RESERVE BANK* 



19. 



eehednlo of United States ooupon bonds Liberty Loan , 

per cent dated » 19 , due 19 , received by 

» Collector of Internal Revenue of the district of 

, in payment of estate (or inheritance) taxes and transmitted 

n tho above date to the Pederal Reserve Bank of 

(Signed) 

Collector. 



(Use aeparate schedule for each Issue of bonds. 

issue separately.) 



Enter each bond of such 



Serial Now 
of Bond. 



Face Value 



Accrued 
Interest. 



Total (Amt. for 

which Accepted 

for Taxes) . 



Total.. 



Date Accepted 
by Collector. 



Federal Reserve Bank of. 



19. 



I hereby certify that I have examined and forwarded to the Treasurer of 
the United States the above-deecribed bonds which were received from the 

eollector named, amounting to $ , principal, and $ , 

accrued interest, which amounts have been charged and credited in the 
Treasurer's general account this day pursuant to the regulations of the 
Treasury Department. 



Cashier. 



SCHEDULE OF REGISTERED BONDS RECEIVED BY COLLECTOR IN 

PAYMENT OF ESTATE TAXES AND TRANSMITTED TO 

THE SECRETARY OP THE TREASURY, DIVISION 

OF LOANS AND CURRENCY. 



IS 



by 



Schedule of United States registered bonds Liberty Loan 

per cent dated , 19 due 19 received 

, Collector of Internal Revenue of the 

district of , in payment of estate (or inheritance) 

taxes and trannnitted on the above date to the Secretary of the Treasury, 
Division of Loans and Currencyv 

(Signed) 

Collector. 



(Use separate schedule for each Issue of bonds. 

issue separately.) 



E^ter each bond of such 



"Treasury 



*This is Form 761 and contains these words of identification: 
Department, U. 8. Internal Revenue, Form 761." 

fThis is Form 7ttl and contains these words of identificaticm: "Treasury 
Department, U. 8. Internal Revenue, Form 762. '^ 
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aerial 
No. 



Dftteof 
Name of Death of Accrued 

Registered Registered Fiioe Value. Interest 
Owner. Owner. 



Total 



Total 
( Amt. for Date 

which Accepted 

Accepted bjO&l- 

for Taxes), lector. 



RSVEKUS AOSirrS SUBPOSHA DUCES TECUM.* 

In the matter of the Estate of 

Deceased, 

District of. 



'•I 



The OoifioBBioifo or DmsifAL Revenue. 

To. 

Residing at 

Greeting: You are hereby requirred, under section 1306 of the Rerenue Ac* 

of 1918, to appear before the undersigned at 

on the day of , at o'clodk 

in the noon, to give testimony in the matter of the abofe- 

entitled estate, and to bring with you the following books and papers: 

Witness my hand thie day of , 19 



U. S. Internal Rerenue Agent 



ESTATE TAX DEPOSITIOH.t 

Estate of . , 

District 



** Tlie Commissioner, for the purpose of ascertaining the correctness of any 
return or for the purpose of making a return where none has been made, 
is hereby authorized, by any rerenue agent or inspector designated by hiaH 
for that purpose, to examine the books, papers, records, or memoranda bear- 
ing upon the matters required to be included in the return, and may require 
the attendance of the person rendering the return or of any officer or employee 
of such person, or the attendance of any other person having knowledge im 
the premises, and may take his testimony with reference to the matter re- 



"Treasury 



*Thia is Fonn 789 and containa these words of identification: 
Department, IT. S. Internal Revenue, Estate Tax, Form 789." 

tThis is Form 790 and contains these words of identification: 'Treasury 
Department, U. S. Internal Revenue, Form 790." 
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quired by law to be included in such return, with power to administer oaths 
to such person or person*. (Section 1305, Revenue Act of 1918, approved 
February 24, 1919.) 

Every collector, deputy collector, internal-revenue agent, and internal- 
revenue officer assigned to duty under an internal-revenue agent, is authorized 
to administer oaths and to take evidence touching any part of the administra- 
tion of the internal-revenue laws with which he is cnarged. or where such 
oaths and evidence are authorized by law or reflation authorized by law 
to be taken," (Section 1317, Revenue Act of 1918, amending section 3165 
of the Revised Statutes.) 

BsTATB Tax Deposition. 

of 

( Name of affiant. ) ( Address. ) 

county of , State of , 

being duly sworn in the matter of estate of 

deceased, in accordance with the provisions of the above-quoted law, and 
in response to the interrogatories propounded to him, deposes and says: 



CBRTIFICATB RELSASmO ESTATE TAX LIEH.* 

Washington, D. C.^ , 19. 

Estate of District 



By direction of the Commissioner of Internal Revenue, and in accordance 
with section 409 of the Revenue Act of 1918, I do hereby certify that the 
following-described property formed a part of the gross estate of the above- 
named decedent, subject to the Federal estate tax: 



And I do further certify that the estate tax with respect to this property 
has been fully discharged or duly provided for, wherefore and by reason 
whereof I do hereby issue this certificate releasing the lien of the United 
States on the aforesaid properly, as provided by law. 

Deputy Commissioner. 



*This is Form 7M and contains these words of identification: 'Treasury 
Department, U. S. Internal Revenue, Form 792." 
26 
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INTEBNAL RSVBNUX SOKVIOB. 

BBUte of 



SHEiET No. 1. 



Exhibit. . . 
.District of. 
Date of death 



COMPAHATIVS BALANCE SHEET * 

Kame of eompanj Address 

Date of organisation Nature of husineee 

Par value of sharea— <7o]iunon, $. . Preferred, $. . Maturity date of bonda. 



Descriptioii. 



No. 1. No. 2. No. 3. No. 4. No. 6. 





(Diite) 
19.. 


(Date) 


(Date) 


(Date) 
19.. 


(Date) 
19.. 


AflSETa. 

Current. 

Cash 

Notes reoeivable 


$ 


$ 


« 


• 


$ 


Aocounts receivable 












Inventories: 

Finished goods 












Materials and -work process 
Raw materials 






















Supplies 













Accrued interest 












Due from oAcers and em- 
ployees 




........ 











Stocks and bonds of other 
companies. ^ 




■ 









Libertv bonds. 












Mortflrasea. 
















































Fiofed. 
Land 












Buildings 












Ma<chinery and tools . . . . t - . t 












Vehicles. \ 












Wnrlrinflr fl.niinii.la. . 












Furniture and fixtures 












Leaseholds. 












Patents and trade-marks. . . . 












Good will 
















































MisoelUmeout. 
Unemired insurance 












CVivher Dfenaid items 












^nlrinfr fund 












Treasury stock 













*Thi8 is Form 881 and contains these words of identification: "Treasury 
Bpartment, Internal Revenue Service, Estate Tax Division, Form 831.'' 
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Treasury bondB. 



Fbderai. Estate Tax. 



Total. 



UABnJTIEa. 
Current, 

Notes pAjal>le. 

Aoeounto payable 

Aeemed salariea and wages. 
AocTued interest 



Bonded debt 

Mortgages. 

Besenres: 

For bad debts 

For sinking fund 

For depletion 

For depreciation of — 

Buildings. 

Machinery and tools . . 

Vehicles 

Working animals 

Furniture and fixtures 

Leaseholds^ 

Patents and trade-marks 



Capital and Bwrplut, 

Common stock. 

Preferred stock. 

Surplus and undivided profits 

from last year 

Undivided profits carried to 

surplus this year 



Total. 
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SHEET No. 2 Exhibit 

Eatate of Dirtrict of 

ADJUSTED BALANCE SHEET4 
Name of Company Address 

Do not 
No. 5 No. 5a. write in 
As per Actual this 

Description Books Value column. 



ASSETS. 

Current. 

Cash 


$ 


$ 




Notes receivable 






Accounts receivable 








Inventories: 

Finished goods 








Materials and work in process. . . . 








Rf^w miit^n^als 








Supplies 








Accrued interest 








Due from officers and employees 








Stocks and bonds of other companies* .... 








Liberty bonds* 








Mortgages 
















Fixed. 
Land 








Buildings . . . .,..,,., 








Machinery and tools 








Vehicles 








WArkifig animals 








Furniture and fixtures 








Leaseholds 








Patients and trade-marks 


• 




; 


Good will 
















ITnexwired insurance . . . ..........#.... 








Other prepaid items . . . «..*....,...... 








Rifiking fund . , ,,,,..,,,,,. ^ ». ^ ».,,. , 








Treasury stockt 








Treasury bondst 
























Total 









t This is Form 881- A and eontadns these words of ideniiiioation : 'Treasury 
Department, Internal Revenue Service, Estate Tax Division, Form 831- A." 

* Submit schedules showing description and amount of each item carried in 
these accounts. 

t Submit schedules showing number of shares, or bonds, dates acquired, 
prices paid, and basis of book values. 
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LIABILTTIEa 
Cmrrent. 

Notes payable 

Aeeoonts payable 

Aeeroed ealaries and wages.. 
Aeenied interest 



Fixed, 

Bonded debt 

Mortgages 

Beserves: 

For bad debts 

For sinking fnnd 

For depletion 

For depreciation of — 

Buildings 

Machinery and tools . . . 

Vehicles '. 

Working animals 

Fomitnre and flztores . . 

Leaseholds 

Patents and trade-marks. 



Capital and twrpUu, 

Oommon stock 

Pr e f e r re d stock 

Borphis and nndirided profits from last 

year 

fhidivided profits carried to sorplos this I 

y»' 



Total 
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SECBET No. Exhibit 



Noim— 4Sheet8 8 to 7, inehisiTe: A separate Analysis on this Form mxmb 
be filed for each of the five years covered by the Balance Sheets shown on 
Sheet 1. The five Sheets thus required are to be numbered Sheet 3. Sheet 4, 
Sheet 5, Sheet 6, and Sheet 7, and the number of the Balanace Sheet referred 
to should also be inserted by the Agent in the spaces provided, Sheet 3 re- 
ferring to Balance Sheet No. 1, Sheet 4 referring to Balance Sheet No. 2, ete. 

Estate of District of 



ANALYSIS OP SURPLUS.* 

Balance Sheet Ho. 

Name of Company Address . 

Sarplns and Undivided Profits at beginning of Year 

19 ^...7r. 

Add: 

Net income for year without deducting income and 

excess profits taxes paid during the year $. 

Other credits to surplus — 



Total 

Deduct: 
Income and excess profits taxes paid during the 

year on income of the previous year $. 

Additional income and excess profits taxes paid 

durinff the year on income of previous years. . . 
Dividends paid during the year — 
From current income— 

In cash (date ) 

In stock (date ) 

From income of previous years — 

In cash (date ) 

In stock ( ) 

Other charges to surplus — 



Surplus and Undivided Profits at the end of the year (aa shown 
by Balance Sheet No. . . . . ) ♦• 



*This is Form 8S1-B and oomUuins these words of identification: 'Treasnrf 
Department, Internal Revenue Service, Estate Tax Division, Form 831-B.'' 



Digitized by 



Google 



388 Federal Estate Tax. 

SHEET No. 8. Exhibit 

EtUte of District of 

ANALYSIS OF SURPLUS * 

BaUnce Sheet Ho. fo. 

Name of C6mpany Address 

Surplus and Undivided Profits at the end of the year 19 , 

as shown by Balance Sheet No. 5 f. 

Add: 

Adjustments by wav of additions arising in connection with 
adjusted values shown in Balance Sheet No. 5a: 



Tdtal $. 

Deduct: 

Adjustments by way of deductions arising in 
connection with adjusted values shown in 
Balance Sheet No. 6a: 
I 



Adjusted Surplus as shown by Balance Sheet No. 5a $ 

*This is Foim 8S1-C and contains these words of identification: 'TreMory 
Department^ Internal Revenue, Estate Tax Division, Form 831 -C." 
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Fbdbbai. Estats Tax. 



! 



I 



o 

S 



CO 

1 



Estimated fair re- 
turn (per cent) 
on invested cap* 
ital for year. 






Per cent to 
invested 
capitaL 






Net income less in- 
come and excess 
profits taxes for 
year. 


«»> 




Per cent to 
invested 
capitaL 






Net income without 
deducting income 
and excess profits 
taxes for year. 


^ 




Invested capital at 
heginnmg of the 
year (include capi- 
tal, surplus, and 
undivided profits). 


«» 




1 


o» oi c» o c» 


-5 
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IV. 

RECENT CHANGES IN REGULATIONS. 

A very recent revision of the Estate Tax Begula- 
tionSy made in the present year, has resulted in cer- 
tain changes which, for convenience, are here 
grouped together. 

(1) 

TRANSFER OF STOCK AND PAYMENT OF INSURANCE ; HOW 
EFFECTED ; PAYMENT OR SECURING OF TAX. 

The revision of 1921 adds the following new 
articles : 

Art. 75-A. Transfer of stock of nonresideiLt docodent; 
how made. — ^Wherever a transfer agent is required to file 
60-day notice as provided in Article 74, he shall not make 
transfer of the stock standing in the name of the decedent 
until there has been delivered to such collector of internal 
revenue as may be designated by the Commissioner the 
bond of the party to whom the stock is to be transferred 
with corporate surety in an amount to be fixed by the 
Commissioner, conditioned for the payment of the tax upon 
the transfer of the decedent's estate, not exceeding in 
amount the value of the stock to be transferred. Upon 
receipt of the 60-day notice the Commissioner will at once, 
upon request, fix the amount for which the bpnd is to be 
given. In lieu of the boi^d a deposit of the amount so fixed 
may be made with such collector of internal revenue as the 
Commissioner may designate. Where a sum of money is 
deposited in lien of the bond, and it exceeds the amount 
of the tax as finally determined, the excess will be refunded 
to the person making deposit. In lieu of the provisions 
and restrictions hereinbefore set forth, transfer agents are 
authorized to make a transfer of stock standing in the 
[391] 
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name of a nonresident decedent to the duly qualified an- 
cillary executor or administrator within the United States, 
who shall make a return on form 706, as any other executor 
is required by law to do, provided that such transfer agent 
at the time of making such transfer gives notice thereof 
in writing to the Commissioner of Internal Revenue. 

Art. 76- A. Payment of policy of life imrorance taken out 
by resident and nonretident decedents; how made.~Where- 
ever an insurance company is required to file a 60-day 
notice, as provided in Article 76, where the insured was a 
nonresident it shall not make payment of any policy or 
policies to a foreign executor or administrator, or to an 
individual beneficiary, until there has been delivered to 
such collector of internal revenue as may be designated by 
the Commissioner the bond of the party to whom the insur- 
ance is to be paid, with corporate surety in an amount to be 
fixed by the Commissioner, conditioned for the payment of 
the tax upon the transfer of the decedent's estate, not ex- 
ceeding the amount of insurance payable under such policy 
to the executor, and the excess over $40,000 of the aggre- 
gate insurance payable to specific beneficiaries other than 
the executor or the estate of the decedent. Upon receipt 
of the 60-day notice the Commissioner will at once, upon 
request, fix the amount of the bond to be given. In lieu 
of such bond a deposit of the amount fixed may be made 
with such collector of internal revenue as the Commissioner 
may designate. If in lieu of the bond a sum of money is 
deposited, and such sum exceeds the amount of tax as 
finally determined, the excess will be refunded to the per- 
son making the deposit. In lieu of the bond or a deposit of 
money, where insurance is payable to a foreign executor 
or administrator, the insurance may be paid to ancillary 
executor or administrator appointed within the United 
States, provided that such ancillary executor or adminis- 
trator shall have given bond with corporate surety in an 
amount sufficient, in the opinion of the Conmiissioner, to 
discharge the tax liability of the estate, not exceeding .the 
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amount of insurance subject to be included within the 
gross estate of the decedent. 

Wherever insurance companies are required to file a 60- 
day notice, as provided in Article 71, where the decedent 
is a resident and there is subject to be included within the 
decedent's gross estate any excess over $40,000 in the 
aggregate of insurance payable to specific beneficiaries 
other than the executor or the estate of the decedent, the 
same provisions and restrictions in regard to payment of 
insurance shall apply and govern insurance companies as 
are set forth in this article in the case of nonresidents. 

Where insurance companies are required to file a 60- 
day notice, as provided in Article 71 or in Article 76, if 
the decedent is a resident or nonresident, and there is an 
excess over $40,000 in the aggregate of all insurance pay- 
able to specific beneficiaries other than the executor or the 
estate of the decedent, insurance companies are authorized, 
in lieu of the provisions and restrictions hereinbefore set 
forth, upon consent of the beneficiaries to make payment of 
such insurance to such beneficiaries through the duly 
qualified executor or administrator within the United States 
or through the duly qualified ancillary executor or adminis- 
trator in the United States, who shall make return on 
form 706 of the excess over $40,000 of such insurance, if 
the estate be that of a nonresident, or that of a resident 
if there be a net estate subject to tax. 

(2) 

RESERVATION OF POWER TO CONTROL ADMINISTRATION OF 

TRUST. 

In the revision of 1921, Art. 25 reads as follows : 

"Property held in trust under any instrument in which 
the grantor has reserved a power of revocation, or any 
power which has that effect, constitutes a part of the gross 
estate of such grantor for the purposes of this tax. For 
example, where a father places property in trust for the 
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present benefit of his son, but reserves power to revoke the 
trast at any time dming his life, the value of the entire 
property transferred should be included in the gross 
estate." 

The following sentence in the revision of 1919 is 
omitted : 

"A transfer by way of trust is also taxable where the 
grantor reserves power to control the administration of 
the trust, as by reserving power to change the trustee, the 
trust period, the trust property, or the respective inter- 
ests of the beneficiaries in such property/' 

The present intention is apparently to include 
only such transfers as contain what amounts, in 
substance, to a reserved power of revocation. (See 
p. 54.) 

(3) 

VALUATION OF INTERBST IN BUSINESS; GOOD WILL. 

The revision of 1921 treats this subject as fol- 
lows : 

^'A fair appraisal as of the date of death should be 
made of all the assets of the business, tangible and in- 
tangible, and the business should be given a net worth 
equal to the amount which a purchaser, whether an indi- 
vidual or corporation, would be willing to pay therefor at 
a normal sale in view of the net value of the assets and the 
demonstrated earning capacity. Special attention should 
be given to fixing an adequate figure for the value of the 
good will of the business in all cases where the decedent 
has not, for a fair consideration in money or money's 
worth, agreed that his interest therein shall pass at his 
death to his surviving partner or partners." (Art. 15, 
par. 5.) 
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The special provisions in the revision of 1919 
concerning cases in which the deceased partner dis- 
poses of his interest to the surviving partners (see 
pp. 101-3) are omitted. Good will is included in all 
cases ** where the decedent has not, for a fair con- 
sideration in money or money's worth, agreed that 
his interest therein shall pass at his death to his 
surviving partner or partners ;'' but specific cases 
are not treated. 

(4) 

DEDUCTION OP EXECUTORS ' COMMISSIONS. 

The present deduction provision is set out at 
pages 124-5. The revision of 1919 provided: 

''No amount may be dedacted as commission in excess 
of that actually paid, or to be paid. Where the commis- 
sion has not been allowed by the probate court, it may be 
deducted if its amount and future allowance are reason- 
ably certain. In such case the executor must furnish 
satisfactory evidence at the time investigation is made 
that an account will be filed and the commission claimed. 
Where the executor does not intend to make any charge 
upon the estate for his services, or where he does not in- 
tend to file any account with the local court, no deduction 
may be claimed.'' (Art. 42.) 

The amendment of 1921 appears to abolish a dif- 
ference formerly made between the case of execu- 
tors' commissions and attorneys' fees. (See supra, 
pp. 128-9.) 
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(5) 
DEDUCTION OP ATTORNEYS ' FEES. 

The present deduction provision is set out at 
pages 127-8. The revision of 1919 contained the 
following : 

"Deduction may be taken for an attorney's fee for 
services rendered to the executor or administrator, in his 
official capacity, to the extent that such fees are allowed 
by the laws of the local jurisdiction. Fees may be de- 
ducted, although not allowed by the decree of court, pro- 
vided they are reasonable in amount, and have actuaUy 
been paid, or will be paid. Where the disbursement has 
not been made, the executor must furnish at the time of 
the investigation satisfactory evidence that payment wiU 
be made, and the amount of such payment. 

The fees of an attorney employed by the executor to 
conserve the assets of the estate, to resist claims, and to 
defend the will may be deducted, since these are duties 
which the executor is required to perform. The cost of 
litigation instituted by the beneficiaries as to the amount 
of their respective interests may not be deducted, since 
expenses of this character are pr<^rly charges against 
the beneficiaries personally, rather than against the gen- 
eral estate." (Art. 43.) 

(6) 
SUPPORT OF dependents; DEDUCTIBILITY. 

Article 49, as contained in the revision of 1921, 
is set out at page 148. It is materially different 
from the revision of 1919. The changes, however, 
are not radical. Apparently support may now con- 
sist of supplies, or similar essentials, as well as 
money; and there is, perhaps, some relaxation of 
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the earlier rule that the alleged dependent must be 
in actual need of support. (See pp. 148, 148a.) 

(7) 

MANNER OF PAYING TAX. 

Article 65, as contained in the revision of 1919, 
provided for payment of the tax only by check, and 
required checks to be payable to the order of the 
Commissioner, and to be certified. The revision of 
1921 provides for payment by ** checks, drafts or 
money orders, '^ and that they shall be payable **to 
the order of Collector of Internal Revenue. '^ 

The last sentence of the article formerly read: 
** Acceptance of the check discharges the tax only 
in case subsequent investigation and audit disclose 
that the correct amount has been paid.'' It now 
reads: ** Payment so made of an amount indicated 
to be due ui)on the return discharges the tax only 
in case subsequent investigation and audit disclose 
that the correct amount has been paid.'' The re- 
vision recognizes that the payment may be of an 
amount notified to be due as additional tax, — in 
which case payment of the sum fixed is recognized 
as a discharge. 

(8) 

EXTENSION OF TIME TO FILE RETURN. 

Article 81, as contained in the revision of 1921, 
is set out at pages 190-1. It differs from the revision 
of 1919 in requiring the first application to be made 
at least thirty days prior to the due date of the 
return, and that statement be made concerning the 

20 
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gross estate and the deductions claimed. The 
former requirement that, ^' At the time of filing such 
return he (the executor) must pay a sxun sufficient 
in the opinion of the collector to satisfy the tax," 
is retained, but limited to cases where no extension 
of time to pay the tax has been granted. It is pro- 
vided that the statements accompanying the appli- 
cation will be investigated both in acting upon the 
application and in determining the amount to be 
paid in the first instance. 

(9) 

PAYMENT OF TAX; CX)NI)rnOKS. 

The revision of 1921 makes changes in the last 
paragraph of Article 90, so that it reads : 

'' Payment will not be accepted before a return in 
proper form has been filed, except in cases where an ex- 
tension of time to file a return has been granted but no 
extension of time has been granted within which to pay 
the tax, and the executor desires to make payment under 
section 407 of the act of an amount sufficient in the 
opinion of the collector to discharge the tax. Payment 
of the amount of tax shown to be due by a return accepted 
by the coUector, executed in good faith and accurate so 
far as the executor could ascertain from his own knowl- 
edge and in the exercise of diligence, will be considered 
payment of the tax in full under section 407 of the act, 
subject to adjustment resulting from investigation, except 
as to any item which should have been but was not 
embodied in the return. If at the time pa3rment is made 
the exact amount of the tax cannot be determined, the 
payment of a sum of money sufficient, in the opinion of 
the collector, to discharge the tax will be considered pay- 
ment in full, except as the tax is adjusted after investiga- 
tion. (See Arts. 78, 95.) If the return filed contains a 
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gross or fraudulent misstatement of fact, the payment of 
the amount of tax shown to be due thereby will not be 
deemed to be payment in full of the tax, since the col- 
lector's decision is based upon the assumption that the 
return is made in good faith/' (Art. 90.) 

(10) 

INTEREST WHERE FRAUDULENT RETURN FILED. 

The revision of 1919 provided that where the 
return contained a gross or f randnlent misstatement 
of fact ** interest upon the unpaid balance of tax, 
determined after investigation, will be added at the 
rate of six per centum per annum from the expira- 
tion of one year after the decedent's death to the 
expiration of 30 days from notification and there- 
after at the rate of ten per centum per annum until 
paid.'' (Art 96.) 

The italicized words are omitted in the revision of 
1921. 

(11) 

TIME WHEN TAX PAYMENT MAY BE ENFORCED. 

The revision of 1921 adds the following sentence 
to Art. 120. 

''While no intefeat may be added to the tax unless pay- 
ment thereof has not been made within one year and 180 
days after decedent's death, the tax itself is dne and must 
be paid within one year after the decedent's death unless 
an extension of time for the payment thereof has been 
granted by the Commissioner." 

This is an express formulation of a ruling pre- 
viously made by the Bureau, and set out at page 
196. 
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A 

Abatement paok 

See Claims for Abatement. 
Accounts receivable 

valuation of 103 

Advance payment 

when not permitted (Revenue Act of 1916, T. D. 

2415 ) 251, 252 

Advancements 

not necessarily transfer in contemplation of death... 48 
payments to children — ^when considered advance- 
ments 24, 25 

Affidavit of ownership 

of bonds used to pay tax— Form 760 378 

Ambassador 

residence of. 8 

Analysis 

of surplus of corporation— Forms 831-B, 831-C...387, 388 
Annuities 

inclusion in gross estate 22 

valuation of 109- 114 

Appointed property 

general rule of inclusion — constitutionality 72 

power must be general 73 

powers exercised prior to February 24, 1919 73-79 

original department rule — ^property included in 

all cases 73-75 

later rule — inclusion dependent on rights of cred- 
itors of appointor 75, 76 

not included in New York, Maryland and Penn- 
sylvania 77, 78 
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Appointed property— Continued paob 

decisions in Illinois and Ohio 78, 79 

rule in Pennsylvania — ^not taxable 351, 352 

inclusion in gross estate (Revenue Act of 1916, T. D. 

2477, 3088 270, 351, 352 

Appraisal 

of personal and household effects 108 

Appreciation 

in value of property after death — ^not included in gross 

estate 12, 249 

AssoMed valuation 

as evidence of value 95 

Attorney's feaa 

deductibility 127-129 

Auction sales 

as evidence of value 95 



B 

Balance sheet 

of corporation — comparative — form 831 383, 384 

of corporation— adjusted— form 831- A 385, 386 

Bare legal title 

property not included in gross estate 22, 23 

Beneficiaries 

when to give notice 172, 173, 265, 266 

when to file return 184, 185 

Bonds 

inclusion in gross estate 19 

of domestic corporations — when not included in gross 

estate (Revenue Act of 1916, T. D. 2530) 285-287 

of foreign corporations — when included in gross 
estate (Revenue Act of 1916, T. D. 2530) 287 

Books and records 

production may be required 229, 230 
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British treasury page 

property deposited with — situs 89, 90, 310, 311 

property deposited with — valuation 89, 90, n. 

Brokerage fees 
deductibility 129 

Burial plot 

deduction of expense 121, 122 

Business 

interest in — how valued 101-103 



Cemetery lots 

inclusion in gross estate 18 

Certificate of release 

of estate tax lien— form 792 381 

Charitable and similar bequests 

deductibility 152-161 

amount of deduction 159, 160 

charitable corporations — ^what are 154, 155 

conditional bequests 157, 158 

foreign bequests deductible 154 

general rules. 153, 154 

gifts in decedent's life time 153, 154 

private stockholders or individuals — who are 156 

proof required • 156, 157 

religious corporations conducting business 155, 156 

specific cases 158, 159 

time of death 152 

Children 

payments to — when included in gross estate 24, 25 

Christmas present 

as transfer in contemplation of death 47 

Claims 

against estate-deductibility 130, 131 

how paid — deduction of taxes 242, 243 
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Olmims for abatement paw 

abatement of excess tax — limitation of time to file 

claim. 239 

does not bar collection 239 

may be made on form 47 237, 238 

papers to be filed 238 

where rejected does not affect interest 239 

Olaims for refund 

may be made on form 46 237, 238 

papers to filed 240, 241 

time to file — payment in instalments 241, 242 

when deduction of charitable gift not allowed 167 

Oloie corporation 

valuation of stock 96, 97 

^ valuation of stock — ^where option to piirchase 
given 13, 103, n. 

Oollection of tax 

enforcement by personal liabUity of executor or bene- 
ficiary 216 

from beneficiary 225, 226 

remedy by suit — not exclusive 214, 215 

remedy by distraint 215 

OoUector 

to inform commissioner of 30-day notice from non- 
resident estate (Revenue Act of 1916, T. D. 
2490) 271^274 

Oommissions 

of executor — deductibility 124, 125, 395 

bequest in lieu of — deductibility 125, 126 

of trustee — deductibility 126 

Common, estates in 

not included in gross estate 58 

Compromise 

limitation of power 218 

money received — ^not refunded 218 

power to compromise government claims 217, 218 
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Oommnnity properly ^^^* 

inclusion in gross estate 58-61 

in Texas — one-half to be included in gross estate 
(Revenue Act of 1916, T. D. 2450) 259-262 

Oontingent interests 

inclusion in gross estate 21 

valuation of. 114 

Corporate agents 

duties of (Revenue Act of 1916, T. D. 2490) 271-274 

Cknirt decisions 

promulgated (T. D. 2976, 3027, 3088) 351, 352 

Oonrtesy 
See Dower 

Crops 

vaulation of 104 

Custodian 

of property — ^when to give notice 269 

D 

Death, actions for 

right not included in gross estate 24 

Death benefits 

included in taxable insurance 79 

Deductions 

administration expenses 123-129 

attorneys' fees 127-129, 396 

brokerage fees 129 

charitable and similar bequests 152-161 

claims against estate 130, 131 

commission of executor. 124-127, 395 

decision of local courts — what effect to receive. . .119, 120 

funeral expenses 121-123 

general requirements for 118, 119 

local law — allowance by necessary (Revenue Act of 

1916, T. D. 2453) 262, 263 

losses from casualty or theft 142, 143 
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Deduction*— Continued pace 

miscellaneoos expenses. 129, 130 

mortgages — ^unpaid 141 

nonresident estates — deduction by 161-167 

charitable and similar gifts — ^full amount deduct- 
ible 165 

charitable and similar gifts — deduction limited 

to domestic gifts 165, 166 

time of decedent's death 166 

claims, administration expenses, etc — ^how far de- 
ductible 162, 163 

information required as to foreign property 167 

property previously taxed — must be situated in 
the United States— full amount deductible . 163, 164 

statutory provision — ^proportionate deduction 161 

property previously taxed 148b-151 

where property is included in gross estate 150 

where property is taken in exchange — ^proof re- 
quired 150, 151 

provisions of Revenue Act of 1916 116-118 

states — deduction of federal tax by 138-141 

statutory provision 116 

support of dependent^ 143-148b, 396-397 

taxes 

death duties 134-137 

income taxes 133, 134, 308, 309 

property taxes 131-133, 308, 309 

Depositions 

commissioner may take 230, 231 

in estate tax matters— form 790 380, 381 

Discount 

conditions of granting (Revenue Act of 1916, T. D. 

2756) 303-306 

not allowed on additional assessment (Revenue Act of 
1916, T. D. 2570) 293 



Digitized by 



Google 



GENERAL INDEX. 409 



References are to Pages. 



Discount — Continued fagb 

rules for computation (Revenue Act of 1916, T. D. 
2497) 275-278 

Dividends 

inclusion in gross estate 20, 271 

Domicile 

specific cases 8 

tests of 8 

Donees 

duties of (Revenue Act of 1916, T. D. 2454) 264-269 

notice by 172 

Dower and coortesy 

election barring dower 30, 31 

estates in lieu of — ^what are 26, 27, 28 

inclusion in gross estate 25, 26 

status under Revenue Act of 1916 28, 29 

under state inheritance tax statutes 31, 32 

Dnodate 

of tax 196, 399 



Entirety 

See Joint Interests 

Equitable interests 

included in gross estate 23 

Escheated property 

taxability of • 6 

EsUtetax 

computation of tax 12-16 

estates subject to 7 

general nature 6 

general scheme of statute 3, 4 

not a direct property tax 4, 5 

not a legacy tax 5, 6 

not apportioned among beneficiaries 5 
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Estate tax— Continued paob 

rates of tax 10-12 

time of taking effect 4, n. 

Ezanination 

of records — may be made by commissioner 229, 230 

of witnesses — commissioner may direct 230, 231 

Bzocntors 

duty to file return 183, 184 

duty to pay tax 197, 222, 223 

duty to render statement 231 

duty to give sixty-day notice 169, 170, 176 

foreign — ^information required from 193-195 

liability for tax — not affected by distribution of 
estate 223, 226 

Exemption 
See Specific Exemption 

Extension 

payment of tax — conditions of granting 209 

payment of tax — what constitutes ''undue hardship". 210 

payment of tax — extension does not affect interest 210 

payment of tax — extension does not affect time to file 

return 210 

return— time to file. 190-191, 294, 295, 296, 305, 306, 397-398 



F 

Fiduciary 

duties of (Revenue Act of 1916, T. D. 2454) 264-269 

when to give notice 173, 177, 265 

when to file return (Revenue Act of 1916, T. D. 
2421) 255, 256 

Foreign diplomat 

residence of 8 

Forms 

for estote tax 353-390 
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Oennan mark faok 

valuation of 115 

CMf to cansa mortis 

as transfer in contemplation of death 45, 46 

Oleason and Otis 

work on inheritance taxation — references to 1, 8 

Oood will 

valuation of 101-103, 394, 3»5 

Graves 

repair of — deduction for 122, 123 

Gross astete 

general character of 17 

See Probatable Assets, Dower and Courtesy, Transfer by 
Descent, Joint Interests, Appointed Property and In- 
surance. 

H 
Heirs 

duties of (Revenue Act of 1916, T. D. 2454) 264-269 

Household effecte 

how returned — ^presumed to belong to husband (Reve- 
nue Act of 1916, T. D. 2529) 282-285 

valuation of. 105-108 

Husband or wife 

notice by 172 

I 
Income 

accuring after death — ^not included in gro^ estate 

(T. D. 2406) 249 

Inereasa 

in estates after death — not included in gross estate. 93, 249 

in tax rates in October^ 1917 (T. D. 2535) 290-292 

laheritanoe taxes 

former federal legislation 1, 2 
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in general I, 2 

See State Inheritance Taxes 

Inforanoe 

annuity policies — computation of value 175 

date when insurance provision became effective. . . .85, 86 
distinction between insurance payable to the estate 

and individual insurance 79 

in favor of the estate 81, 82 

payment where tax due — conditions 392, 393 

premiums — payment of as determining character of 

insurance i 80, 81 

reservation of right to change beneficiary 84 

rule as to individual insurance 83 

rule under Revenue Act of 1916 82 

statutory provision 79 

war risk insurance — ^not exempted 85 

what is individual insurance — ^illustrations 83, 84 

Intereet 

bonds — ^inclusion in gross estate 19 

bonds — accrued interest included in gross estate (reve- 
nue Act of 1916, T. D. 2483) 271 

notes and bonds — ^how computed 98, 99 

Interest on tax 

excess part of tax — ^notification necessary 204 

fraudulent return — effect on interest 399 

insufficient payments 207 

not affected by extension of time 210 

not affected by rejected claim for abatement 239 

opinion of collector as to amount due 207, 208 

original part of tax 204 

payment in good faith of amount disclosed by 

return 205-207 

payment necessary to stop interest 208, 209 

payments made too late. . . « 207 

statutory provisions 203 
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under Revenue Act of 1916 210-213 

what constitutes notification — actual notice neces- 
sary 204, 205, 306, 307 

Iiitozicatinf liquors 

valuation of 115 

J 

Joint bank account 

duties of surviving depositor 184 

included in gross estate 58, n. 

Joint interests 

decision under state statutes 66-71 

estates in entirety — ^inclusion of 64 

joint bank accounts — ^inclusion of 58, n. 

joint brokerage accounts — ^inclusion of 58, n. 

statutory provision 57 

survivorship a feature 57 

test of inclusion — consideration paid 61-63 

time of creation of interest 64, 65 

Judgments 

valuation of. 103 

L 

Lien 

on transferred property and insurance 227 

release of — conditions of granting 228, 220 

tax a lien on gross estate 226 

where property sold 227 

Lifeestetes 

inclusion in gross estate 22 



payments to children — ^when considered loans 24, 25 

Local law 

allowance by necessary to deduction... .118, 143, 144, 148 
decisions of local courts — effect of 119, 120 
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deductions — how it affects (Revenue Act of 1916, T. D. 
2463) 262,263 

Losses 

from casualty or theft — deductibility 142, 143 

M 

IClitary ozomptioii 

claims foi>— form 793 357, 368 

estate of Red Cross worker 10 

When granted — ^persons dying in, or as result of, 
service 9, 10 

msiionanr 

residence of. 8 

Mortfages 

deductibility 141, 142 

N 

Honreiident estates 

tax limited to local property 162 

Holoi 

inclusion in gross estate 19 

Hotlilcatioii 

time when effected — actual notice necessary 204, 206, 

306, 307 
P 
Paying agents 

of corporations — duties of (Revenue Act of 1916, 

T. D. 2490) 271-274 

Payment of tax 

beneficiary or person in possession — payment .by 

(Revenue Act of 1916, T. D. 2490) 264-269 

by bonds or uncertified check 202 

by check, draft or money order conditions. . . .397, 398, 399 

discount not allowed 201, 202 

executor to pay 197 
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extension of time 209, 210 

interest—accmal of. 203-209 

liberty and other United States bonds — payment with 

(T. D. 2706, 2802, 2878, 2898, 2904, 2906) 297-299, 

312-360 

recovery from insurance beneficiaries 200 

reimbursement by bureau — ^no right to 201 

remedy against transferee or insurance beneficiary. 197, 198 

return necessary 202 

right of beneficiaries to reimbursement 198-200 

when payment effected 196-197 

Penalties 

for failure to file notice or return 233, 234 

for filing false notice or return 234, 236 

for failure to exhibit records or property. 236, 237 

general nature — specific and ad valorem 236, 236 

undervaluation of property as constituting false 
return 242 

Personal property 

inclusion in gross estate > 18, 19 

Probatable assets 

what 'included in 17-26 



B 

Real property 

how valued 94 

inclusion in gross estate • 18 

not situated in United States — ^not included in gross 

estate 18, 302 

Receipts 

for estate tax— form 803 382 

Records 
See Books and Records 
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original estate tax (T. D. 2378) 246 
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inclusion in gross estate 22 

B«Bit 

power to remit penalties or forfeitures 218-220 

Bant 

inclusion in gross estate 19 

Bs p reas n tatives 

of nonresident decedents — duties (Revenue Act of 

1916, T. D. 2421) 252-255 

BsiidMit 

residence means domicile 7 

by executor 183, 184 

by executo]>— form 706 360-373 

where no executor appointed 185 

by beneficiary , 184 

by beneficiaries or persons in possession (Revenue 

Act of 1916, T. D. 2372, 2454) 244, 246, 264-269 

by collector or commissioner 186, 187 

by fiduciary (Revenue Act of 1916, T. D. 2421) . . .255, 256 

by surviving joint depositor 184, 185 

by nonresident estates 192-195 

place to file 194 
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representative of nonresident decedent — Pliability 
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to be sent to commissioner (Revenue Act of 1916, 
T. D. 2691) 296,297 
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extension of time to file. . .IQO-lQl, 294-296, 305-306, 397-398 
instructions for executing (Revenue Act of 1916, T. D. 

2513) 278, 281 

investigation of 188-190 

manner of executing 191, 192 

place to file 188 

return in proper form accepted 185, 186 

statutory provision 182-183 

supplemental data 192 

time for filing 187, 188 

See, also, Tentative Return. 
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specific cases 56, 57 
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notice by 173 

Schedule 

of coupon bonds taken in payment of tax — form 761. 379 

of registered bonds taken in payment of tax — form 

762 379, 380 

Separation agreement 
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death. 56 
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Sixty-day notice 

by resident estates 168-176 
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by executor— form 704. 363, 354 
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by insurance companies 174-176 
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where no executor appointed 171, 172 

when property not under control of executor. 172-174 

statutory provision. 168 

under Revenue Act of 1916 169 

by nonresident estates 176-181 

by local executor • 176 

by executor— form 706 373-375 

by person in possession 177 

comparison of rule for resident estates 178 
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by transfer agent 178-180 
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State law 

effect given to by bureau 221, 222 

Statement 
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Federal 2, 3 

Subpoena 

See Witnesses 
Subpoena duces tecum 

for use by revenue agent — form 789 380 

Summary 

of investigation by revenue agent or collector — form 

722 377 
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Supplemental data 

See Return 
Support of dependents 

deductibility 143-148, 396-397 
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valuation of 104 
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Transfer 
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transfers prior to Sept. 8, 1016— taxable (T. D. 

2385) 246 

whether transfer made in contemplation of death 

a question of fact 46 

transfers intended to take effect at or after death. . .48-57 
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Valuation of property 
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accounts receivable, claims and judgments 103 
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bonds. 96, 96 
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interest in business 101, 394, 395 
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tangible property 104 

test of sales 94 

time for determining value 93 

unlisted securities 96 
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Warehouaes 

when to give notice 269 

Witnesses 

examination of 230, 231 

may be subpoenaed 232 
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